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DEPARTMENT OF TRANSPORTATION AND RE-
LATED AGENCIES APPROPRIATIONS FOR
FISCAL YEAR 2003

THURSDAY, FEBRUARY 7, 2002

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.

The subcommittee met at 10:02 a.m., in room SD-124, Dirksen
Senate Office Building, Hon. Patty Murray (chairman) presiding.

Present: Senators Murray, Byrd, Kohl, Shelby, Specter, Bond,
and Bennett.

DEPARTMENT OF TRANSPORTATION

STATEMENT OF HON. MICHAEL JACKSON, DEPUTY SECRETARY, DE-
PARTMENT OF TRANSPORTATION

ACCOMPANIED BY HON. JOHN MAGAW, UNDER SECRETARY OF
TRANSPORTATION FOR SECURITY

OPENING STATEMENT OF SENATOR PATTY MURRAY

Senator MURRAY. The subcommittee will come to order. This will
be the first of several subcommittee hearings on the Transportation
budget for fiscal year 2003. As I review this budget, it is clear to
me that our subcommittee will face extraordinary challenges this
coming year, challenges that may make the Mexican truck issue
seem easy by comparison.

In his State of the Union message, President Bush said his eco-
nomic security plan can be summed up in one word, jobs, but his
Transportation budget proposals have cut billions of dollars in in-
frastructure spending. This is the single largest proposed cut across
the entire Government, and it threatens to eliminate over 350,000
jobs across the country.

During a hearing with OMB Director Mitch Daniels, held 2 days
ago, I questioned the wisdom of this proposal. Director Daniels was
quick to point out that in making this request, the Administration
was only following the requirements of the TEA-21 law. What Mr.
Daniels failed to say is that throughout his budget proposal, there
are hundreds of examples where the Administration is asking us
to ignore existing law, or to change the law.

Just within the Transportation budget, we are asked to ignore
current law and to adopt measures to throw several communities
out of the Essential Air Service Program. We are asked to ignore
the TEA-21 law and transfer formula funds to the President’s New
Freedom Initiative. We are asked to ignore current law and impose
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new user fees on railroads, shipping companies, and transporters
of hazardous materials. So I expect that one of the issues we will
pursue this morning is why the Administration supports current
law when it requires billion-dollar cuts in infrastructure invest-
ment, but ignores current law in so many other places.

The proposed slashing of highway spending is just one challenge
we are going to face. The Department of Transportation is cur-
rently establishing a brand-new agency, the Transportation Secu-
rity Administration, known as TSA. It is clear from September 11
that we need to improve security in all of our transportation
modes. I support the new Under Secretary in his major task of se-
curing our various modes of transportation against threats of at-
tack.

To date, the TSA has been funded largely through user fees, but
for fiscal year 2003 the Administration is requesting that direct ap-
propriations for this agency grow from less than $95 million to $2.2
billion. Dramatic increases are also requested for the Coast Guard’s
efforts in the area of homeland defense, and as I said earlier, the
President’s budget also recommends several controversial transpor-
tation user fees to partially offset the cost of a portion of these in-
creases.

Finally, the President’s budget proposes to freeze subsidies for
Amtrak. At the same time, we are told that Amtrak’s president will
testify that unless Amtrak gets a 130-percent increase in funding
this year, the majority of States across the Nation will lose pas-
senger rail service.

So this is a challenging year. I would just ask my colleagues to
keep these challenges in mind as we work on developing a budget
for the coming year. If this subcommittee wants to fully fund the
request for security while avoiding deep cuts in highway infrastruc-
ture, the elimination of passenger rail service, and the imposition
of new user fees, then a budget that holds us to the President’s re-
quested level will not do the job.

In order to better acquaint us with the President’s proposal, we
are joined this morning by Deputy Secretary Michael Jackson. As
many of you know, Secretary Mineta is recuperating from hip re-
placement surgery, and I know I speak on behalf of the entire sub-
committee in wishing the Secretary a speedy recovery. Given the
central role of transportation security in this budget request, I
have also invited the new Under Secretary of Transportation for
Security, John Magaw, to appear with Mr. Jackson.

We will also hold a hearing on cargo security with the Adminis-
trators from the Federal Railroad Administration, Federal Motor
Carrier Safety Administration, Federal Highway Administration,
Maritime Administration, and the Coast Guard.

This is the third hearing that Mr. Magaw will participate in just
this week. Mr. Magaw, we do appreciate your stamina. I under-
stand that almost all of the discussion during the two previous
hearings focused on the huge challenge you face in the area of avia-
tion security. In just 11 days the TSA is expected to take over the
entire screening function at our Nation’s airports, and in just 10
months the TSA is expected to implement a system to screen all
checked baggage for explosives.
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I do not underestimate those critical challenges one bit, but I do
represent a State with one of the largest seaports in the United
States, where every day tons of cargo travels by rail and by truck.
I want to remind my colleagues that the new Transportation Secu-
rity Administration is responsible for security in all of our trans-
portation modes, and I think it is not too soon to ask what progress
is being made in those areas. I appreciate that the TSA must focus
on its near-term deadlines in aviation, but if the new agency is not
yet focusing on port or rail or highway security, then we have to
ask what is being done in other parts of DOT.

To date, we have received no details on the TSA’s budget request
for $4.8 billion for next year. Instead, we have received only a
seven-page narrative with no funding figures for any individual se-
curity activity. As such, I think we will need to spend some time
this morning pursuing precisely what Mr. Magaw believes he can
and cannot achieve at that funding level.

While we have many challenges ahead of us, this is important
work. Transportation is a key part of our economy. Our transpor-
tation infrastructure affects our productivity and our quality of life,
and when we make investments in our critical infrastructure, we
are laying the foundation for our future economic growth.

We welcome the challenges we face, and I look forward to work-
ing with my colleagues to meet those challenges for the benefit of
the American people. With that, I recognize Senator Bond for an
opening statement.

STATEMENT OF SENATOR CHRISTOPHER S. BOND

Senator BOND. Thank you very much, Madam Chair, and wel-
come, Michael Jackson, John Magaw. We are delighted to have you
here, and given what the chair has outlined as the tremendous re-
sponsibilities in your area, gentlemen, I wonder how you can spend
the time up here testifying on the Hill. Perhaps we ought to get
you to phone in your answers and let you go back to work, because
this is a huge, very important challenge, and as the chair men-
tioned, it is not just airline security.

Those of us who fly all the time experience airline security efforts
but the security of our ports, our rails, our trucks—and I took Am-
trak to New York and back on Monday, and knowing what hap-
pened in the Baltimore Tunnel, we have an idea of what can hap-
pen if a terrorist were to strike a rail asset, so you have many chal-
lenges, and I will be interested to see how you deal with all those
challenges and hope that you have the time to do them.

Senator Murray has outlined the major concerns that I think all
of us have about the adequacy of transportation funding. I have
great concerns about the shortfalls in highway dollars. I was co-
author of the Highway Trust Fund, the realigned budget authority
provision in TEA-21. We wanted to make sure that Highway Trust
Fund dollars were spent only for Highway Trust Fund purposes,
and under the budget proposal, the sum apparently has been re-
duced by $8.6 billion.

That comes to almost $159 million for Missouri. That costs us di-
rectly about 6,600 jobs at a time when we cannot afford the job
loss, particularly when it is important in economic security. As I
have said in this Committee and elsewhere many times, adequate
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funding for highways is not just a matter of convenience or eco-
nomic viability, it is a question of life and death for people who are
driving in Missouri on highways that are not adequate for the traf-
fic that they hold, so we are going to be very interested in your pro-
posals. I know there are some legislative proposals. Another com-
mittee on which I serve will be working on those, and we would
welcome your comments on those.

Two particular questions, Michael. I have had many conversa-
tions with you about trying to find a fair resolution for the disputes
between the employees and the unions of the former TWA and the
American Airlines on how to integrate their seniority lists to deter-
mine who may be furloughed, as furloughs continue, unfortunately,
because of a decline in traffic.

The Secretary and you and I have had countless discussions. My
preference would be to solve this by mediation so all parties would
agree, but as a fallback, my still strong belief is that the dispute,
if it cannot be mediated, ought to be submitted for binding arbitra-
tion under the Mohawk-Allegheny decision. Indeed, the mechanics
of the two lines are currently in binding arbitration over this issue,
and the reason we continue to talk about it, it could be severely
disruptive to the overall passenger air transportation system and
for the wonderful, fine American Airlines. If the employees and the
pilots are in dispute, that is not going to help the provision of serv-
ice to all of us and is not in the interests of air transportation.

Finally, the topic of Vanguard Airlines has been something that
Secretary Mineta, you and I have talked about a long time. Van-
guard has on two separate occasions applied for assistance from
the Federal loan program, and the ATSB has recently denied ap-
proval of the application, citing Vanguard’s inability to repay the
loan as the reason. It was my understanding when we took part
in the creation of this that the purpose of that fund was to assist
airlines that were profitable and were on a profit mode prior to
September 11, but otherwise could not survive after September 11
without the assistance.

Now, Vanguard is very important to the Kansas area. It provides
critical value, with revenues, jobs, and service, and we have heard
people saying we need to keep these otherwise viable airlines in op-
eration, so I am going to be asking, since apparently, as far as I
know, America West is the only other airline that has received as-
sistance, with that fund, a large fund meant to keep airlines in
business, how come Vanguard is not able to get that assistance.

So Madam Chair, I thank you for your indulgence, and look for-
ward to the question session.

Senator MURRAY. Thank you. Senator Bennett.

Senator BENNETT. I have no opening statement, other than to
welcome our witnesses here. Thank you.

Senator MURRAY. Thank you very much. We have a vote called,
but I think I will go ahead with your opening statements, and we
will start with Mr. Jackson.

STATEMENT OF DEPUTY SECRETARY MICHAEL P. JACKSON

Mr. JACKSON. Thank you, Madam Chairman. We, too, under-
stand that there are many difficult issues to work through in the
transportation world this year, and we welcome this opportunity to
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have this discussion today and, as we go through the year, to work
closely with you as we work through these important issues.

On behalf of Secretary Mineta, I am pleased, to discuss our 2003
budget, and specifically to focus a little bit on the Transportation
Security Administration. I am pleased to be joined today by John
Magaw, but I am even more pleased to be joined by him every
morning as we work through the issues that he is working on.

OVERVIEW

President Bush is requesting $59 billion for the Department of
Transportation, which is an 8 percent increase over the 2002 budg-
et, if the TEA-21 formula adjustments for highway were not in-
cluded. But they are included, and these required adjustments
mean that we have to tighten our belt and be very careful as we
work through the challenges that we have on the transportation
funding. Most DOT programs will, nonetheless, see an increase in
2003.

In his State of the Union address last week, President Bush said
that his budget will support three preeminent goals for America:
winning the war both at home and abroad, protecting our home-
land, and reviving the economy. The DOT budget focuses on deliv-
ering performance against these three objectives, and it recognizes
that we have these three preeminent challenges this year to deal
with and is committed to meeting them.

TRANSPORTATION SECURITY ADMINISTRATION

The events of September 11 underscore the importance of trans-
portation, as you have said, Senator Murray, on homeland security
in particular, and our budget requests $8.8 billion for homeland se-
curity.

The President’s budget requests $4.8 billion for the Transpor-
tation Security Administration. Honestly, we will have to come
back in the next few months and help unpack the details of that
budget. I will be happy to talk through how we see it and how we
arrived at this number, but we recognize that there are several key
decisions that will play out over the next couple of months and
drive the 2003 budget as we stand up the Transportation Security
Administration.

The $4.8 billion will be funded by a combination of direct appro-
priations, with offsetting collections estimated in the proposed
budget at $2.2 billion.

TSA has been given an unprecedented task in standing up a full
Federal takeover of the airport security responsibility, including all
passenger baggage screening functions. By the middle of this
month, aviation security will become a direct responsibility of the
Federal Government, rather than the airline industry. TSA has
much to do, but we are prepared to meet the task and to make it
happen. Again, I would be happy, along with Under Secretary
Magaw to talk about the details of how we plan to move forward
with the TSA.
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COAST GUARD

The President’s budget includes the largest increase in our Na-
tion’s history for the Coast Guard. It provides $7.1 billion in search
and rescue enhancements and increased port security. The Presi-
dent has proposed $500 million to fund the Coast Guard’s Deep-
water project, which will replace our aging fleet of boats, planes,
helicopters, and cutters, with state-of-the-art equipment. This com-
mittee has supported this procurement, which will take place over
several decades, and we start in earnest with the work this year.

Our budget proposal also includes $90 million to improve mari-
time safety. This initiative will modernize the maritime “911” sys-
tem and eliminate existing radio coverage gaps along our coast to
enhance the Coast Guard’s ability to conduct search and rescue
missions.

HIGHWAY FUNDING

The Department’s mission is, of course, much more focused on
other priorities beyond the homeland security priorities that are so
pressing in this year. First is an issue on the minds of many of us
and one that the committee has raised this morning—the required
adjustment to Highway Trust Fund spending in 2003. The reason
for this, obviously, is embedded in the Transportation Equity Act
for the 21st Century (TEA-21). TEA-21 guaranteed that highway
funding would be tied to Highway Trust Fund tax receipts. It ac-
complishes this through a series of annual adjustment mecha-
nisms, as this committee knows.

As a result of our strong economy over the last 3 years, we have
enjoyed record funding for surface transportation, well above the
baseline forecasts in the initial authorization bill. But because of
the economy’s slowdown in 2001, there was a drop in tax receipts
flowing into the Highway Trust Fund requiring a downward adjust-
ment.

The President’s budget fully funds the guaranteed funding level
set in TEA-21. As we make plans to reauthorize TEA-21 in 2003,
we will work with Congress to evaluate any type of legislative
mechanisms that could help to decrease the funding volatility that
we are seeing in this program. We want to engage the Congress in
a discussion of the volatility that we have seen and the mecha-
nisms that might diminish that volatility.

SAFETY FUNDING

The Department’s 2003 budget also offers several other initia-
tives to support the country’s air, land, and sea transportation sys-
tem. Safety remains the priority of DOT. Nearly $8 billion of the
President’s request is dedicated to improving transportation safety
for all Americans. Aviation has certainly been a major focus of that
investment in safety. The 2003 budget for the Federal Aviation Ad-
ministration (FAA) reflects the Administration’s strong commit-
ment in funding safety efforts.

Recovering from the events of September 11, air traffic is now be-
ginning to grow again. We see that the capacity problems we were
worried about last spring and summer have not disappeared. They
will recur, and we must be prepared to contend with them. The
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total FAA program budget request of $14 billion is 1.7 percent
higher than 2002, when adjusted for changes that migrate various
parts of the FAA into the new Transportation Security Administra-
tion. We are requesting $3.4 billion in our FAA 2003 budget for our
airport improvement activities.

The President’s 2003 budget also requests $371 million for activi-
ties of the Federal Motor Carrier Safety Administration, up 8 per-
cent over 2002. I want to again thank this Committee for helping
us work through the NAFTA trucking issues. The President is re-
questing $116 million for the Federal Motor Carrier Safety Admin-
istration to improve our southern border safety enforcement and
continue the deployment along the border that we launched with
this committee’s strong work.

PUBLIC AND RAIL TRANSPORTATION

For 2003, the President is proposing a record $7.1 billion for pub-
lic transportation. The budget request includes funding 29 new
starts, projects that will carry over 190 million riders and save over
61 million hours in travel time.

FEDERAL TRANSIT ADMINISTRATION

Within the 2003 Federal Transit Administration proposal, $145
million is dedicated to the President’s New Freedom Initiative. This
program will make transportation more accessible for persons with
disabilities. A competitive grants program will make $100 million
available for alternative transportation services, and the remaining
$45 million will go to pilot projects that promote innovative ap-
proaches to overcoming transportation barriers for persons with
disabilities.

The 2003 budget also includes a placeholder request for Amtrak
of $521 million, and we recognize it is as such. Understanding Am-
trak’s precarious financial circumstances, we must decide precisely
what type of inter-city rail network we need, what we can afford,
and how we can sustain it over time. The Administration is pre-
pared and eager to engage with the Congress in a discussion on
this issue. Last summer, Secretary Mineta called for an early reau-
thorization of Amtrak and inter-city passenger rail issues, and we
expect that this issue will be a focus of subsequent and more de-
tailed conversations with the committee.

This is a strong 2003 budget supporting the President’s goals for
air, land, and sea transportation. My prepared remarks focus only
on a few highlights, and the rest of the Department obviously con-
tributes to the core goals of the Department.

To conclude, Secretary Mineta and I believe that the 2003 budget
for DOT will clearly enhance homeland security, but also manage
to sustain the goals that are core to DOT’s mission. We know that
it is a tough year financially, but we believe the budget will help
us do the job. We look forward to working with the subcommittee
and all members of the Senate as it considers the President’s 2003
budget. I will be happy to answer any questions that you might
have. We have a prepared text for submission to the record with
your permission.

[The statement follows:]
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PREPARED STATEMENT OF MICHAEL P. JACKSON

Mr. Chairman and members of the Subcommittee: On behalf of Secretary Mineta,
I am pleased to appear before you today to discuss the Department’s budget request
for fiscal year 2003 and, more specifically, the budget for the Transportation Secu-
rity Administration—TSA. Joining me today is Mr. John Magaw, our Under Sec-
retary of Transportation for Security.

OVERVIEW

President Bush is requesting $59 billion for the Department of Transportation
(DOT). This is an 8 percent increase over the 2002 budget, if TEA-21 formula ad-
justments for highways are excluded. With those required adjustments, however, we
are tightening our belts, particularly on highway spending. Most DOT programs will
nonetheless see an increase in 2003.

In his State of the Union address last week, President Bush said that his budget
will support three preeminent goals for America: winning the war—at home and
abroad; protecting our homeland; and reviving the economy.

Secretary Mineta testified before Congress last month about lessons of September
11, about how our transportation system is critical to the security of every Amer-
ican—and to the Nation’s economy. DOT plays an important role in meeting all
three of the President’s goals, and our budget reflects that fact.

In 2003, we will continue our efforts of 2002 by focusing the Department’s re-
sources in a significant way to meet President Bush’s three-part commitment. The
Secretary and his entire team stand ready to work with President Bush, Congress
and the American people. We will meet the President’s goals.

HOMELAND SECURITY—TSA AND THE COAST GUARD

The events of September 11, 2001, underscore the importance of transportation
security as part of America’s homeland security. Protecting airports, seaports,
bridges, highways, pipelines, passenger and freight rails, and mass transit against
the threat of terrorism is imperative. In 2003, added emphasis on this mission will
be reflected in resources for personnel, technology and equipment to meet transpor-
tation security challenges. This is most clearly evident in the budgets of two DOT
agencies: the Transportation Security Administration and the Coast Guard. In total,
DOT’s 2003 budget requests $8.8 billion for homeland security.

In November, President Bush signed the Aviation and Transportation Security
Act, establishing the TSA. While the initial focus of the TSA will be in the area of
aviation where deadlines are specified in law, TSA will ultimately work to enhance
security in all modes of transportation.

The President’s budget requests $4.8 billion in funding for the TSA in 2003, an
increase of $3.6 billion above the level of funds provided directly to TSA in 2002
and $2.5 billion above the security-related amounts appropriated to both TSA and
the Federal Aviation Administration (FAA) for TSA related activities. The $4.8 bil-
lion would be funded through a combination of direct appropriations, offsetting col-
lections in the form of the passenger security fee of $2.50 and a fee to be paid by
airlines. The total for the offsetting collections is estimated to be about $2.2 billion.
Resource information for the Federal Air Marshal program can be provided in a
classified document or briefing.

John Magaw—former Director of both the Secret Service and the Bureau of Alco-
hol, Tobacco and Firearms—joined the DOT team to lead the new TSA as Under
Secretary of Transportation for Security. With John, Secretary Mineta’s team is
working closely with the Office of Homeland Security and with multiple Federal,
State, local and private partners in this vital work.

TSA’s budget is presented in a service-oriented manner, rather than being broken
down based on types of costs, such as operating expenses, capital costs, and re-
search. These broad service areas are security operations, law enforcement, intel-
ligence, and security regulation enforcement, and include headquarters and field re-
sources with administrative, support and management personnel.

For the first time, beginning on February 18, aviation security will become a di-
rect responsibility of the Federal Government rather than the airline industry.
There is much to do to make this transition, and TSA is on track to make it happen.

TSA has been given an unprecedented task in standing up a full-Federal takeover
of much of airport security, including all passenger and baggage screening functions.
Our budget proposal includes funding for security screeners, law enforcement offi-
cers, screening management and Federal supervisors, as well as for baggage screen-
ing technology to ensure that the Congress’s mandate that all bags are screened is
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met. We will also fund the development and acquisition of new security technologies
that will better enable us to perform the important aviation security functions.

In addition to T'SA, virtually every other part of the Department is working to
improve homeland security. The Coast Guard, the Maritime Administration, and the
maritime industry are working together to enhance our maritime and port security
efforts. This work is critical, as 95 percent of America’s overseas commerce travels
through our Nation’s seaports.

Recently, President Bush spoke in Maine about the importance of the Coast
Guard in protecting homeland security—and he praised the magnificent work of its
men and women. The President’s budget includes the largest increase in spending
for the Coast Guard in our Nation’s history. It provides $7.1 billion in search and
rescue enhancements and increased port security. Also included is a commercial
navigation user fee, to help pay for increased port security needs.

The President has proposed $500 million to fund the Coast Guard’s “Deepwater”
project. Deepwater will replace our aging fleet of boats, planes, helicopters, and cut-
ters with state-of-the-art equipment—delivered over more than two decades.

Deepwater will rely upon a new performance-based approach to the acquisition of
major assets. This investment will increase the Coast Guard’s effectiveness in sav-
ing lives and assuring homeland security. It will equip the Coast Guard to protect
the environment and enforce immigration, drug, and fishery laws at sea.

The Department’s mission is, of course, focused on many other important prior-
ities.

HIGHWAYS

First is an issue that is on the minds of many of us—the required adjustment to
Highway Trust Fund spending in 2003. The reason for the adjustment can be found
in the law that sets highway funding—the Transportation Equity Act for the 21st
Century (TEA-21).

TEA-21 guaranteed that highway funding would be tied to Highway Trust Fund
tax receipts. It accomplishes this through a series of annual adjustment mecha-
nisms. As a result of a strong economy, for the past three years TEA-21 has pro-
vided record-level funding for surface transportation—well above baseline levels
forecast in the 1998 authorization.

Because of the economy’s slowdown in 2001, there was a drop in tax receipts flow-
ing into the Highway Trust Fund. In 2003, highway obligations will therefore be 29
percent below the 2002 level. Actual spending, which typically lags obligations on
these multi-year highway projects, will fall nationally in 2003 by roughly 3 percent.

In a nutshell, spending for highways will be lower in 2003 based on a formula
set in law that adjusts spending to Trust Fund receipts. The President’s budget fully
funds the guaranteed funding level set in TEA-21. As we make plans to reauthorize
TEA-21 in 2003, we will work with Congress to evaluate legislative mechanisms
that could decrease funding volatility.

The Department’s 2003 budget also offers several other initiatives to support the
country’s air, land and sea transportation systems.

AVIATION AND SURFACE TRANSPORTATION SAFETY

Safety remains a cornerstone priority at the DOT. Nearly $8 billion of the Presi-
dent’s request is dedicated to improving transportation safety for all Americans.

In addition to homeland security and safety, improving mobility while protecting
the environment remains a focus of so much of our work at DOT. In recent years,
the United States has invested billions of dollars in transportation in order to ac-
complish these multiple goals.

Aviation has certainly been a major focus for that investment. The 2003 budget
request for the FAA reflects the Administration’s strong commitment to making air
travel safer and more efficient.

Recovering from the events of September 11, air traffic is now beginning to grow
again. The FAA must continue its efforts to provide for increased efficiency and ca-
pacity within our Nation’s airspace.

The total FAA program budget request of $14 billion is 1.7 percent higher than
in 2002, when adjusted for changes in mission related to the TSA. We are request-
ing $6 billion for operating and maintaining the air traffic control system, $700 mil-
lion for FAA’s air traffic control system modernization, and $290 million for safety
related technologies and systems to prevent runway incursions and other accidents.

We are requesting $3.4 billion in our FAA 2003 budget for airport improvement
activities.

Turning from aviation to surface transportation, here too the focus on safety is
at the heart of our work at DOT. Sadly, traffic crashes claimed over 40,000 lives
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annually, accounting for over 90 percent of transportation-related deaths. The De-
partment’s goal is to reduce highway deaths through education, research and new
technologies—and rigorous enforcement of our traffic and safety laws.

To achieve our highway safety goals, the budget calls for $200 million for the Na-
tional Highway Traffic Safety Administration’s safety research and information pro-
grams. It provides for $225 million in grants to states for their highway safety pro-
grams.

The Federal Motor Carrier Safety Administration (FMCSA) has been working to
achieve the goal of reducing truck-related fatalities from more than 5,000 in the
year 2000 to less than 2,700 by the year 2010.

The President’s 2003 budget requests $371 million for motor carrier safety activi-
ties, 8 percent more than 2002. The budget provides $190 million to support contin-
ued research and enforcement of FMCSA’s interstate commercial carrier regula-
tions. It includes $165 million for Motor Carrier Safety Assistance Program State
grants.

I again want to thank you for supporting our commitment under the North Amer-
ican Free Trade Agreement in DOT’s 2002 Appropriations Act. The President is re-
questing $116 million for FMCSA to improve our southern border safety enforce-
ment program. This will support the comprehensive Federal and State safety en-
forcement presence at the U.S./Mexico border that is being deployed this year.

PUBLIC TRANSPORTATION AND RAIL

Public transportation—transit, commuter rail and buses in urban, suburban and
rural areas of the country—reduces traffic congestion and enhances mobility. For
2003, the President is proposing a record $7.2 billion for public transportation. The
budget request includes funding for 29 new starts—projects that will carry over 190
million riders and save over 61 million hours in travel time.

Within the 2003 proposal for the Federal Transit Administration, $145 million is
dedicated to the President’s New Freedom Initiative. This program will make trans-
portation more accessible for persons with disabilities. A competitive grants pro-
gram will make $100 million available for alternative transportation services and
the remaining $45 million will go toward pilot projects that promote innovative ap-
proaches to overcoming transportation barriers for passengers with disabilities.

The 2003 Budget also includes a placeholder request of $521 million for Amtrak.
Understanding Amtrak’s precarious financial circumstances, last summer Secretary
Mineta called for passenger rail reauthorization in 2002, in advance of the expira-
tion of Amtrak’s current authorization. We must decide precisely what type of inter-
city rail network we need, what we can afford, and how to sustain it over time.

On other rail matters, the President’s budget supports beefing up the safety pro-
gram at the Federal Railroad Administration, recommending $195 million for safety
initiatives and rail research efforts.

OTHER PROGRAMS

The Research and Special Programs Administration (RSPA) oversees the trans-
portation of hazardous materials, including America’s 2.1 million miles of gas and
oil pipelines. The President’s Budget includes $64.5 million to hire new pipeline in-
spectors and to initiate a research and development program for the safety of our
energy infrastructure.

RSPA’s budget also includes $2.1 million for the Office of Emergency Transpor-
tation’s Crisis Management Center, which demonstrated its critical importance to
the Nation on September 11 as the Department’s intermodal communication center.

In addition to the previously mentioned Coast Guard budget, our budget proposal
includes a $90 million initiative to improve maritime safety. This initiative will
modernize the maritime “911” system and eliminate existing radio coverage gaps
along our coast and enhance the Coast Guard’s ability to find those in distress.

CONCLUSION

All up, this is a strong fiscal year 2003 budget supporting the President’s goals
for air, land and sea transportation. My prepared remarks focus on only a part of
the whole picture. Yet each organization within DOT contributes indispensably to
accomplishing the DOT goals I have outlined.

To conclude, Secretary Mineta and I—along with his DOT leadership team—Dbe-
lieve that the President’s 2003 budget for DOT will clearly enhance homeland secu-
rity—significantly. But more, it will improve transportation safety, maintain Amer-
ica’s critical transportation infrastructure, increase transportation capacity, protect
the environment, and improve mobility. In short, it will do the job.
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We look forward to working with this Subcommittee and all members of the Sen-
ate as it considers President Bush’s 2003 budget request.

AVIATION INCIDENT

Senator MURRAY. Thank you very much, Mr. Jackson.

Mr. Magaw, I understand you do not have an opening statement
but will be available for questions.

Mr. MAGAw. That is right. I will be available for questions, but
I also believe my responsibility is to report an incident to you this
morning that you may not have heard of yet, and I do not want
to leave this hearing without telling you about that incident. How-
ever, I can only give you partial information because that is all I
have right now. United 855, en route Buenos Aires from Miami,
had an incident occur early this morning. The cockpit door was
kicked by a passenger. The panel, or the bottom portion of it, was
damaged, but the door held. The crew and others assaulted and in-
jured the person. The flight landed in Buenos Aires. They did not
divert and go to a different location.

The person, as I understand it, is now in custody but is injured,
maybe seriously injured, and is being treated. The information
about what was used to injure the individual varies in four or five
things, so I do not want to state what that is. Actually, one of the
things that they used to injure the individual was a fire extin-
guisher, and that is about what I have right now.

I did get the call a few minutes after the air traffic control towers
were notified. I got the call around 4:40 this morning, and the
plane did land safely around 8:00 a.m., in Buenos Aires.

Senator MURRAY. Thank you, Mr. Magaw, and I am sure we will
have questions about that. I have a number of questions as well
about the budget. There is a vote in progress. Senator Shelby has
already voted, so I am going to let him make his opening statement
and do questions, and then I will be back in a minute.

STATEMENT OF SENATOR RICHARD C. SHELBY

Senator SHELBY. Thank you. Thank you very much. I am going
to welcome you—you have been welcomed by the chairman, but
welcome you to the hearing. I look forward to our discussions this
morning on the Department of Transportation’s 2003 budget re-
quest. Hopefully we will have an opportunity to look under the
hood of the budget request and to better frame what this request
means for the Department’s multifaceted agenda.

While the Transportation budget request is fairly straight-
forward, it does rely in a small part on some of the same tried and
rejected budget gimmicks such as new user fee taxes. Although the
Transportation budget request avoided the wholesale reliance on
new user fees taxes that characterized the last Administration’s
submissions, somewhere the budget gnomes just could not let go
completely.

The request continues the proposal for $65 million in new user
fee taxes for rail safety inspection and a hazardous materials safety
program even though these proposals have been submitted to Con-
gress and dismissed for the past 5 or 6 years, and the request res-
urrects a Coast Guard navigation fee for $165 million that has also
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been rejected previously by the Congress. I would be surprised if
they fare any better this year.

Although the hole in the budget created by the user fee requests
is smaller than in years past, even a small hole will have to be
made up somewhere. Because of the funding distortions caused by
special budgetary treatment for other capital accounts, closing this
gap will likely come at the expense of those accounts that have the
greatest difficulty absorbing the shortfall, but the difficulties pre-
sented by the user fee taxes budget gimmick pale in comparison to
the $8%% billion cut in highways.

In the years past, I have contended that the special budgetary
treatment of the highway, transit, and aviation capital accounts
put pressure on FAA operations, Coast Guard operations, and Am-
trak subsidies. This year, the special budgetary treatment for high-
ways puts pressure on itself as well as those other accounts. Clear-
ly, restoring some level of reason to the highway account will be
the biggest issue that the transportation budget will face in 2003.

I understand that the budget request complies strictly with the
law as articulated in TEA-21, but I had actually hoped for a little
more leadership on infrastructure investment than a blind devotion
to a flawed highway authorization act. I believe that, because of
the mechanically derived highway numbers, this budget presents
an enormous challenge for this Subcommittee; namely, how to find
the resources for a more responsible level of highway infrastructure
investment. That is by no means the only challenge in this request,
but it is undoubtedly the most daunting from a budgetary resource
perspective.

What the $8%% billion cut to the highway program demonstrates
to me is the folly of trying to set infrastructure investment on auto-
matic pilot and how flawed the TEA-21 legislation was in trying
to match annual gas tax receipts to the annual highway infrastruc-
ture appropriation. If the goal of TEA-21 was to set the highway
program on autopilot, then the RABA adjustment this year caused
what aviators refer to as controlled flight into terrain.

Secretary Jackson, as you begin to formulate reauthorization pro-
posals for highways and transit, I hope and trust that you will
avoid mechanical approaches to establishing highway obligation
limitation levels. One, if the primary argument for linking highway
gas tax receipts to highway spending levels was the need to provide
State Departments of Transportation with a stable and certain
level of highway investment, then this budget request shows how
badly TEA-21 failed.

This request represents the largest swing in the highway pro-
gram in history. Such a swing would not have been possible with-
out the fact of accountability that comes from the TEA-21 auto-
pilot. To illustrate just how counterproductive this approach is,
consider what drives the amount of receipts into the Highway
Trust Fund, which are derived from gas and excise taxes. The econ-
omy drives the receipts. When the economy stumbles, receipts into
the Highway Trust Fund decrease.

Under the approach required by TEA-21 black box fuzzy logic,
investment in highways and the immediate job creation that high-
way spending supports contracts as the economy slows. Just at the
time we should be increasing highway spending for short- and long-
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term economic stimulus, the TEA-21 autopilot would have us cut
highway spending. This is misguided, shortsighted, and an abroga-
tion of our prerogatives as elected officials.

I believe this committee should not, and I believe it will not, be
bound by funding levels derived in an artificially constrained proc-
ess void of the public policy and economic concerns that must influ-
ence decisions regarding responsible investment in highway infra-
structure.

Now, moving to other good news in the budget, I note that the
Administration provided $521 million of additional subsidy for Am-
trak in fiscal year 2003. Once again, I wish the Administration had
provided some greater leadership in this continuing crisis. Simply
requesting the same level appropriation as was requested for last
year does little to extricate the country from this failed experiment
in passenger rail service.

I note that Chairman Murray anticipates an Amtrak hearing in
the near future, and I will save my detailed comments and observa-
tions for that hearing. In short, I think it is time to stop ignoring
reality with Amtrak and just start doing something that makes
sense. The Administration, I believe, must lead on the issue of Am-
trak, because, unfortunately, a majority of the Congress has dem-
onstrated its inability to effectively address the chronic Amtrak
problem for more than 20 years.

Last year at our budget hearing, Secretary Mineta indicated that
he anticipated spending 70 percent of his time on aviation matters.
I suspect that his estimate turned out to be about right, although
at the time I do not think he was referring to aviation security
matters. The budget requests $4.8 billion for the Transportation
Security Administration. I look forward to greater detail about how
that money, and the $1.25 billion appropriated for 2002, will be
used to enhance the security of our transportation systems.

As critically important as the security and national defense
issues are, I would urge you to make time for the Department’s
other four missions and programs. In particular, the Coast Guard’s
Deepwater and National Distress and Response System Moderniza-
tion projects are two of the most expensive and the most chal-
lenging procurements that the Coast Guard, if not the Department,
have ever undertaken.

Like Deepwater, the National Distress and Response System
Modernization project is slipping, and deserves greater attention
from OST and OMB than it has received. I was recently informed
that the Coast Guard will postpone the awarding of the Deepwater
contract. This does not bode well for a procurement that has been
considered as having a high risk schedule and acquisition strategy.

We will have a hearing next week on Coast Guard programs, and
I will go into more depth on those procurements and other issues
at that time. I wanted to bring them to your attention to encourage
you, Under Secretary Magaw, to look into the Deepwater procure-
ment during this most recent delay, and try to make some sense
of it from a homeland security and transportation security stand-
point.

I am always concerned when a program that is advertised as the
perfect solution to one set of missions for the Coast Guard emerges
with no modification as a new and improved perfect solution to a



14

dramatically different set of missions. There is some soap being
sold here, and it carries a $10 billion price tag.

In turn, the NHTSA effort to comply with the TREAD Act faces
some substantial challenges as it had difficulty in meeting the stat-
utory deadlines. I urge you to provide the management oversight
to get that effort on track. Every year, more than 40,000 Americans
lose their lives on our highways, while less than 3,000 die in the
rest of the system. Accordingly, whatever improvements we can
make in highway fatality rates pay significant dividends in terms
of lives saved.

The Federal Government is committing more resources than ever
to improve highway safety, and I am not convinced we are doing
as well as we should. “Click It or Ticket” or similar seat belt mobi-
lization campaigns, if applied on a national basis, should have im-
mediate and lasting safety benefits.

Fiscal year 2003 is an important one for reauthorization pro-
posals for highways, transit, and aviation. I encourage you to re-
view the things that have worked and those that have not before
you formulate the Administration’s reauthorization procedures.
Clearly, in the aftermath of 9/11, and with the draconian cuts to
the highway program necessitated by TEA-21, there is a need to
substantially reassess the appropriateness of the lack of flexibility
in our infrastructure investment programs.

What I am trying to say is that you have a lot of challenges fac-
ing you at the Department, and you must constantly resist only re-
acting to the crisis of the moment. It is imperative that you keep
a long-term view of all the missions of the Department, as well as
manage the immediate challenges.

I look forward to this continuing hearing, and to the other peo-
ple’s statements.

Senator Byrd.

STATEMENT OF SENATOR ROBERT C. BYRD

Senator BYRD. Chairman Shelby, thank you. Thank you for your
service to the Nation. Thank you for your service to your State.
Thank you for your service to the Senate, as the former Chairman,
and now as Ranking Member. You are a valuable asset to the Na-
tion. I did not get to hear all of your statement, but I will have an
opportunity to concentrate on it later. At the moment, I have a
statement of my own, and then I must go to the budget hearing
which is in progress at this moment, before which Secretary of the
Treasury, Mr. O’'Neill, is appearing.

So I, too, want to wish Secretary Mineta a speedy recovery, and
I hope you will pass along, Mr. Jackson, to him our warm wishes.

Mr. JACKSON. Yes, sir, I will.

Senator BYRD. The events of September 11 focused the minds of
the American people on our national transportation system in im-
portant new ways. Our entire national aviation system was
brought to a halt. People needed urgently to find alternative ways
to travel. Citizens reflected on the security of our transportation
system in ways that they had never done before. They reflected not
only on the safety of the aviation system, but on other modes of
travel as well.
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Our transportation network of roads, runways, and railways has
always been central to the health of our national economy. Roads,
runways, railways. Nothing about September 11 changed that. Yet
as I review the President’s budget request for the Department of
Transportation for fiscal year 2003, I am greatly disappointed by
its lack of balance.

Hugely increased sums are requested for transportation security.
I do not doubt that these increased sums are needed, and I support
them, but these increases for security are more than offset by a
dramatic $9 billion cut to our investment in our Nation’s highway
infrastructure. As such, even with all of the increased funds re-
quested for transportation security, the overall budget for the De-
partment of Transportation drops by $1.7 billion, or almost 3 per-
cent. While our investment in highway construction has risen in re-
cent years, the fact is that we have not yet begun to reverse the
trends of accelerating road deterioration and worsening congestion.

I believe that many of my colleagues in the Senate will agree
that we should be looking at ways to move our investment in high-
ways forward, not backward. Our economy is in recession. If there
ever is an appropriate time to consider putting thousands of people
out of work, now is not the time.

During the Senate’s consideration of the TEA-21 highway bill, I,
along with Senator Gramm of Texas, championed an amendment
that sought to ensure that our investment in highways would fully
recognize the receipts coming into the highway account of the
Highway Trust Fund. Up until that point, there was no recognition
in either the budget, or the appropriations processes, of the billions
of dollars that the public was paying into the Trust Fund, billions
that were staying in the Trust Fund unspent, while our road condi-
tions worsened.

While we were successful in TEA-21 in ensuring that spending
would keep pace with revenues, not much was said at the time
about the fact that the highway account of the Trust Fund already
had an unspent balance of $14.7 billion. Page 744 of President
Bush’s budget now shows that the unspent balance has grown to
$18.1 billion.

While a portion of this balance must be reserved to pay for obli-
gations already incurred, the fact is that the majority of this bal-
ance represents tax dollars that were paid at the gas pump but are
not being utilized for highway construction or renovation. If there
ever is a time to consider tapping a portion of this balance to keep
our highway construction enterprise moving forward, now is the
time.

Whether we will be able to achieve that goal will depend on the
larger budget debate that will commence shortly in the Budget
Committee. Chairman Murray is a member of that committee, as
am I. I hope to work with her and with other Members to see to
it that we do not put hundreds of thousands of jobs at risk while
our economy is attempting to pull itself out of recession.

PREPARED STATEMENTS

Thank you, Madam Chairman, and thank you, Ranking Member
Shelby, and thank you to the members of the subcommittee on both
sides.
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That completes my statement.
[The statements follow:]

PREPARED STATEMENT OF SENATOR ROBERT C. BYRD

Thank you Madam Chairman.

I commend you and your ranking member, Senator Shelby, for moving out rapidly
and initiating hearings on the Administration’s budget request for the Department
of Transportation. I, too, want to wish Secretary Mineta a speedy recovery and I
ask you, Mr. Jackson, to please pass along our warm wishes to the Secretary.

The events of September 11 focused the minds of the American people on our na-
tional transportation system in important new ways. Our entire national aviation
system was brought to a halt. People needed to urgently find alternative ways to
travel. Citizens reflected on the security of our transportation system in ways that
they never have before. They reflected not only on the security of our aviation sys-
tem but on all the other modes of travel as well.

Our transportation network of roads, runways and railways has always been cen-
tral to the health of our national economy. Nothing about September 11 changed
that. Yet, as I review the President’s budget request for the Department of Trans-
portation for fiscal year 2003, I am greatly disappointed by its lack of balance.

Hugely increased sums are requested for transportation security and I don’t doubt
that these increased sums are needed. However, these increases for security are
more than offset by a dramatic $9 billion cut to our investment in our nation’s high-
way infrastructure. As such, even with all the increased funds requested for trans-
portation security, the overall budget for the Department of Transportation drops
by $1.7 billion or almost 3 percent.

While our investment in highway construction has risen in recent years, the fact
is that we have not yet begun to reverse the trends of accelerating road deteriora-
tion and worsening congestion.

I believe that many of my colleagues in the Senate will agree that we should be
looking for ways to move our investment in highways forward, not backward. Our
economy is in recession. If there ever is an appropriate time to consider putting
hundreds of thousands of people out of work, now is not the time.

During Senate consideration of the TEA-21 Highway Bill, I, along with Senator
Gramm of Texas, championed an amendment that sought to ensure that our invest-
ment in highways would fully recognize the receipts coming in the highway account
of the Highway Trust Fund. Up until that point, there was not recognition in either
the Budget or Appropriations processes of the billions of dollars that the public was
paying in the Trust Fund—billions that were staying in the Trust Fund unspent
while our road conditions worsened.

While we were successful in TEA-21 in ensuring that spending would keep pace
with revenues, not much was said at the time about the fact the highway account
of the Trust Fund already had an unspent balance of $14.784 billion.

Page 744 of President Bush’s budget now shows that the unspent balance has
grown to $18.126 billion. While a portion of this balance must be reserved to pay
for obligations already incurred, the fact is, the majority of this balance represents
tax dollars that were paid at the gas pump but are not being utilized for highway
construction or renovation. If there ever is a time to consider tapping a portion of
this balance to keep our highway construction enterprise moving forward, now is the
time.

Whether we will be able to achieve that goal will depend on the larger budget
debate that will commence shortly in the Budget Committee. Chairman Murray is
a member of that Committee as am I. I hope to work with her and other members
to see to it that we do not put hundreds of thousands of jobs at risk while our econ-
omy is attempting to pull itself out of recession.

Thank you Madam Chairman.

PREPARED STATEMENT OF SENATOR HERB KOHL

Good morning and thank you for holding this important hearing today. I believe
that the work of this Subcommittee is essential as we continue to secure our trans-
portation system post September 11. Welcome Under Secretary Jackson and Under
Secretary Magaw. I look forward to your comments this morning.

The Senate has been debating a stimulus bill to help jump start our economy.
Many of my colleagues disagree on the best way to do this in the short run. But
one thing is certain, long term sustained economic growth requires a modern trans-
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portation network that allows for people, goods and services to move about freely
and safely.

That is why I am disappointed that the President’s budget request includes a 29
percent cut in much needed funding for highway construction. During these uncer-
tain economic times, we cannot afford such a drastic cut in funding for projects that
will help create jobs and help move people and goods safely and efficiently.

I would like to commend you and the Department of Transportation on your work
as it relates to the many provisions included in the Aviation and Transportation Se-
curity Act. I am encouraged to see that the President’s Budget request includes $4.8
billion in total funding for the new Transportation Security Administration. How-
ever, I am frustrated by the lack of attention the department seems to be giving
to the security of chartered aircraft and general aviation. I will reserve further com-
ments on this issue until the questioning period, but I want to put our witnesses
on notice that this is a priority for me.

There can be no need more urgent than the safety of the American flying public.
And the simple fact is that, if air travel is not safe and passengers do not fly, the
entire airline industry is imperiled. We must ensure that we have sufficient re-
sources to bring aviation security to an acceptable level, whether that means buying
the necessary numbers of explosive detection machines to screen checked luggage,
paying for the hiring and training of additional airport personnel to screen checked
baggage, or investing in high tech security devices to identify suspected terrorists.

Last Fall, when we passed the Aviation and Transportation and Security Act,
Congress acted to fix a gaping hole in the entire aviation security system. While
enormous efforts were being made to check carry-on bags after September 11, until
the changes mandated by this legislation, almost all checked bags were still being
loaded onto our passenger airplanes with no screening. This failure to check bags
was creating an unacceptable security risk for thousands of passengers everyday
and leaving our air transportation system vulnerable to terrorists.

But now, as a result of this recently passed legislation, all checked bags must ei-
ther be screened for explosives or subject to bag matching so that we know the per-
son who checked the bag actually boarded the airplane. Most important of all is the
requirement that, by the end of this year, all bags must be screened by explosive
detection machines.

But this legislation will be worthless unless we provide adequate funding to pur-
chase and install the explosive detection machines. I will therefore expect our wit-
nesses today to tell us how the Congressional mandate to install these machines
and screen all checked baggage will be fulfilled by the end of this year.

Thank you Madam Chairman and I look forward to a productive hearing.

PREPARED STATEMENT OF SENATOR RICHARD J. DURBIN

Chairman Murray, thank you for holding this important hearing on the U.S. De-
partment of Transportation’s fiscal year 2003 (fiscal year 2003) budget. I look for-
ward to working with you and our Subcommittee colleagues this year to address a
number of critical transportation issues.

I also want to say a word of welcome to Deputy Secretary Michael Jackson and
new Under Secretary of Transportation for Security John Magaw. This Congress
and this Administration are facing an unprecedented challenge on aviation and
transportation security. We will be pressed to find adequate resources to help state
and local governments deal with transportation security and fund critical infrastruc-
ture projects.

I want to touch on a few issues this morning.

AMTRAK

On February 1, Amtrak President George Warrington asked Congress to provide
$1.2 billion in fiscal year 2003 to ensure the continued nationwide operation of Am-
trak. Without this influx of federal funds, Amtrak officials will be forced to imme-
doiategy cut jobs and may have to eliminate long distance train service as soon as

ctober.

As you know, the President included $521 million for Amtrak in his fiscal year
2003 budget. This is the same level of funding as last year and represents less than
half of Amtrak’s request. While I believe this funding level is inadequate and short-
sighted, it is my hope that Congress, and this subcommittee in particular, will take
the necessary steps to fund fully Amtrak and preserve our only national passenger
rail system.

I've also been working with the Senate Commerce Committee and have cospon-
sored legislation that would reauthorize Amtrak, provide emergency funds for secu-
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rity and life safety, and further develop high-speed passenger rail service in cor-
ridors throughout the country.

But while we wait for action in other committees, we need to go the extra mile
to ensure that intercity passenger rail service is preserved and that no jobs are lost
in this critical transportation sector. We need this Administration as a partner in
this important endeavor. Yesterday, I met with Federal Railroad Administrator
Allan Rutter and expressed my opinion that unless this Administration steps for-
ward and gives us a positive signal about Amtrak, then national passenger rail, as
we know it, will come to an abrupt and premature end later this year.

My home state of Illinois benefits greatly, both directly and indirectly, from Am-
trak jobs and service. An average of 48 Amtrak trains run each day from 30 Illinois
communities on more than 1,000 miles of track. Ridership in the state exceeded 2.9
million during 2000. In 1999, Amtrak employed more than 2,000 Illinois residents
and spent $45.6 million for goods and services in the state.

AVIATION SECURITY

I commend the Department and the new Transportation Security Administration
(TSA) for moving quickly to organize and implement the aviation security legislation
Congress passed last fall. However, as Inspector General Ken Mead points out,
many of the major challenges lie ahead. For example, deploying and installing ex-
plosive detection systems (EDS) and hiring as many as 40,000 employees for screen-
ing and other aspects of airport and aircraft security.

I understand the current requirements that 100 percent of checked baggage must
been screened by EDS or an alternative method such as positive passenger match.
That’s a major improvement from the 10 percent figure we were quoted last fall.
However, EDS machines still play too small of a role in screening checked baggage.
The manufacturing and deployment backlog are primarily to blame. However, the
Inspector General has found these EDS machines to be underutilized.

Inspector General Mead suggested that using the currently deployed EDS equip-
ment to its fullest potential more than 200 bags per machine per hour would more
than quadruple the overall percentage of EDS screened checked luggage. He has
also recommended that current EDS staffing levels must be significantly increased
to efficiently screen checked luggage. These actions would bring an added security
dimension to commercial aviation. And I hope the new TSA takes these rec-
ommendations seriously.

I also want to inquire about how TSA is working with smaller airports around
the country. I understand that the Department has dispatched teams to evaluate
airports and their security operations. I hope that the Department will work coop-
eratively with airport operators to help solve many of the security challenges that
we'll face in the coming months and will expeditiously process their information and
requests, such as bomb-blast analyses.

HIGHWAY FUNDS

I was alarmed by the Administration’s almost $9 billion cut to the federal high-
way program. According to the Illinois Department of Transportation, this could
mean a %25—$250 million reduction for the State of Illinois a quarter of the State’s
federal highway funds. And as many as 10,000 Illinois jobs could be affected (Amer-
ican Road and Transportation Builders Association). As we try to alleviate traffic
congestion, improve the environment, stimulate the economy, and provide increased
highway access, I find it remarkable that the Department would slash highway
funding to the states. I will stand with my colleagues on both the authorization and
Appropriations Committees to correct this serious mistake.

CHICAGO AVIATION CAPACITY EXPANSION

Finally, I'd like to put a plug in for legislation that I introduced in the Senate,
S. 1786. It would codify an historic aviation agreement between Illinois Governor
Ryan and Chicago Mayor Daley.

This agreement and this legislation are rapidly gaining broad-based support. To
date, there are 18 Senate cosponsors and nearly 90 House cosponsors. Groups rang-
ing from business to labor to general aviation to airlines to small/community air-
ports across the Midwest support this historic agreement and my legislation.

Chicago O’'Hare International Airport was the world’s busiest last year. It is also
one of the country’s most congested and chronically delayed airports. For all prac-
tical purposes, the O’Hare airfield hasn’t been materially improved since 1971 and
continues to use an antiquated runway layout plan. By simply reconfiguring the air-
port layout, many weather-related delays could be avoided. By replacing old run-
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ways with safer configurations, delays and cancellations would be greatly reduced,
eliminating delays that often ripple through the entire nation.

This agreement also moves ahead with a south suburban airport near Peotone.
Common sense dictates that we’ll need the capacity in the future. But just like ex-
panding O’Hare doesn’t eliminate the need for a third airport, building Peotone
won’t replace O’Hare modernization. Both are needed to address serious aviation ca-
pacity problems in the region.

Meigs Field on Chicago’s Lake Michigan shoreline would also be preserved under
this State-City aviation agreement.

Governor Ryan and Mayor Daley deserve great credit for ending more than two
decades of inaction on airport modernize and expansion. But, in order for this agree-
ment to become reality and for it to have long-term benefits, it must be codified.
Thus, passing S. 1786 must be a high priority.

I would welcome the Department’s support.

Chairman Murray, again thank you for the opportunity to talk about these issues
and the fiscal year 2003 Budget.

PREPARED STATEMENT OF SENATOR PATRICK J. LEAHY

Madam Chairwoman, thank you for calling this hearing today. I would like to
thank our witnesses, Deputy Secretary Jackson and Under Secretary Magaw, for
coming before the subcommittee to discuss the President’s transportation budget re-
quest for 2003.

I share the President’s concerns about funding necessary rail, port, and air secu-
rity programs. But the budget blueprint he has put forward is really the tale of two
budgets. The President has properly emphasized the budget to combat terrorism,
but his domestic budget is riddled with many opportunistic cuts, motivated by ide-
ology and special interests, that would hurt America’s multi-faceted transportation
system.

For instance, the President calls for the break-up of Amtrak without offering a
comprehensive alternative national rail transportation plan. He also does not re-
store funding to the Federal Highway Trust Fund, which is $8.6 billion short; a def-
icit that will leave Vermont highway projects $32.2 million in the hole next year.
And his budget cuts direct funding for the Essential Air Service program that brings
air service to small communities, like Rutland, Vermont. Without this program, air
passenger service to dozens of small communities across the country may end.

I look forward to reviewing the testimony from today’s hearing to see the direction
the Administration plans to take in the coming year. Thank you.

PREPARED STATEMENT OF SENATOR BEN NIGHTHORSE CAMPBELL

Thank you Madam Chairwoman.

I would first like to thank the Chairwoman, this Committee, and the Department
of Transportation for providing leadership and essential transportation funding over
the years. My state of Colorado is growing by leaps and bounds. The funding that
has been provided by this Committee has made a profound impact on the develop-
ment of the transportation infrastructure that is of utmost importance in sustaining
a favorable economic climate and a high quality of life in Colorado as it continues
to grow.

I would like to point out a couple of projects that have had particular impact on
my state. The funding for the Titan Road/State Highway 85 intersection greatly im-
proved the safety in a community that has experienced terrible accidents and deaths
at this crossing, including the deaths of six teenagers in 1995. Additional projects
have enhanced the economic vitality and provide increased mobility such as the
multi-modal T-REX project in metro Denver, which I expect will be a model project
for the rest of the nation. This Committee has also provided much needed funding
to begin repairs on the Broadway Bridge in Denver, which was constructed in the
1950’s and is in such a state of disrepair that it has become a safety hazard for our
thousands of daily commuters.

With the Homeland Defense build-up in our country, we are facing a major fiscal
challenge as we look at the priorities for fiscal year 2003 and beyond. My constitu-
ents and the entire nation are looking to this Committee to provide the necessary
funds to protect those who travel our country’s skies, seas, rails, and roads. I look
forward to working with all of you to meet this challenge and to ensure our nation’s
priorities are balanced.

I would like to thank our distinguished guests for coming up here today to speak
with us and I look forward to hearing their statements. 'm sorry that my good
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friend Secretary Mineta was not able to join us and I'm sure we all wish him a
healthy and speedy recovery. I don’t want to take up anymore of the Committee’s
time as I have a number of questions I'd like to ask at the appropriate time.

HIGHWAY FUNDING

Senator MURRAY. Thank you very much. We will go ahead and
move forward on questioning. Mr. Jackson, as I mentioned in my
opening statement, OMB Director Daniels maintains that the law
requires that DOT request cuts of more than $8% billion in high-
way investments in 2003. As I said, if those cuts get enacted it will
result in a loss of over 350,000 jobs.

Your budget asks us to ignore law, and to actually change cur-
rent law, in several areas. You ask us to ignore existing law and
enact changes so you can eliminate communities from the Essential
Air Service program. You ask us to ignore existing law and impose
new, unauthorized user fees. You ask us to ignore existing law and
divert Transit Formula Funds for the President’s New Freedom
Initiative.

If the President is concerned about jobs, and he is willing to ig-
nore existing law in all of these other areas, why is he requesting
infrastructure investment cuts of more than $8%2 billion?

Mr. JACKSON. Senator, the President’s budget is $4.4 billion
below the TEA-21 estimated guaranteed obligation limitation, and
that is a significant movement obviously. We believe, with Senator
Shelby, that reauthorization of TEA-21 should look at mechanisms
to make sure that we do not have spikes of this magnitude in the
funding for this crucial program. We also understand that if you
look at the historical payout, the 2003 spending will be roughly a
3-percent cut. About 27 percent of the amounts in 2003 will be
outlayed in 2003, so the full effect of the reduction in the highway
budget would not be felt in 2003.

We believe that the discussion on reauthorization should address
the question whether to allow DOT to smooth highway funding,
even in a year like 2003 when the RABA adjustment would be neg-
ative but the cumulative RABA adjustment is positive. There is
this significant change in the level of highway funding, but in order
to be able to meet the President’s core focus on homeland security
and the work that has to be done at the Department in standing
up the new Transportation Security Administration, we believe
overall that the mechanism, while difficult in this year, is a defen-
sible approach to take as we start into this conversation.

Senator MURRAY. I would not disagree that reauthorization is
important, but it is not going to help us in time to help 350,000
jobs, and it is a 10-percent cut in 2004, correct?

Mr. JACKSON. Yes, ma’am.

Senator MURRAY. Well, I hope we get your help, and the Presi-
dent’s help in working with us as Chairman Byrd alluded to, to
make up the shortfall. We have contracts out there, we have jobs,
we have a lot of projects that are going to be really hurt if we do
take this hit in this budget, so I hope we get the President’s will-
ingness to work with us.
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AMTRAK FUNDING

Let me ask you another question regarding Amtrak. In your
budget, you requested that Amtrak funding be frozen at $521 mil-
lion, and your budget states that Amtrak is in need of legislative
reforms. Amtrak maintains that at that level of funding they will
go bankrupt. This is not news to you, I know. You sit on the Am-
trak board, as Secretary Mineta does. Is the Administration plan-
ning to submit a bill to us to show us precisely what reforms you
would propose that would enable Amtrak to continue operating at
the subsidy level of $521 million that you request?

Mr. JACKSON. Senator, Secretary Mineta believes, and I share
this belief with great conviction, that inter-city passenger rail is an
absolutely indispensable portion of our transportation network. We
must have a viable inter-city rail system. We also understand that
the system that we have is severely broken. There is a nuance in
the President’s budget, and I do not want us to miss it, so I will
emphasize it. The $521 million—billion request—million dollar, ex-
cuse me. I really fixed the problem there, didn’t I.

Senator MURRAY. Thank you.

Mr. JACKSON. The $521 million request is a placeholder so that
we can allow conversation about early reauthorization to take
place. We anticipate engaging with the Congress in what has been
a 30-year, thorny, difficult problem to figure out how to manage
this issue.

I, along with some of my colleagues from the White House and
the Department, met with the Amtrak Reform Council this morn-
ing as they prepare today to release their final recommendations.
We have met to review their thoughts on how to address the
issues, so we know that there will be an ongoing dialogue.

Senator MURRAY. What do you mean by a placeholder? Are you
going to come back and ask for more?

Mr. JACKSON. We are open to the opportunity of revisiting the
Amtrak budget mark, in light of how the reauthorization debate
takes place.

Senator MURRAY. You are going to come back before the sub-
committee in March. At that time will you be able to identify pre-
cisely what costs you think can be eliminated from Amtrak, the
cost structure, so that they can stay solvent at the $521 million?

Mr. JACKSON. I do not believe that $521 million is more than a
relatively short-term funding level. That is what we have requested
this year. Amtrak’s president has stated that at this funding level
they could not continue to operate the railroad with its current net-
work, so I think our policy challenge is to figure out what we need,
how much we can afford to pay, and how we are going to pay for
it. We are currently looking at these issues in light of the financial
information that Amtrak has made available to the public, and we
have done an internal study at DOT of Amtrak financing.

The Amtrak board has retained an outside consulting firm to
help them understand the cost drivers of Amtrak’s system. They
have offered to share some of that work with the Administration
in our efforts to try to find a longer term fix to the Amtrak issue.
We will be working this very aggressively. I am personally going
to spend time on this, and the Secretary is, too.
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Senator MURRAY. I look forward to our March discussion. Amtrak
has said that they need $1.2 billion. You are saying they need $521
million. I think it is incumbent on the Administration to show us
hlqw they can remain solvent with $521 million if they want to stay
alive.

AIRPORT PASSENGER SCREENING

Let me ask you one question, Mr. Magaw, before my time is up.
On February 18, you are going to assume the existing private sec-
tor contracts to do this screening at our airports. There have been
some articles in the paper and stronger rumors on the street that
some of these companies are seeking to take the taxpayers to the
cleaners on their way out the door. Is the cost of these contracts
going to greatly exceed the $700 million estimate that you provided
at the end of last year?

Mr. MAGAW. We do not believe that they will exceed that amount
at this point. We are trying to continue to negotiate with the con-
tractors so that we are ready to take the current screening con-
tracts over on the 17th. We want to keep it fairly competitive, with
as many contractors as we can. We do not anticipate us going over
that amount.

Senator MURRAY. Do you have any leverage when you are negoti-
ating these contracts?

Mr. MAGAW. As long as there is competition, we have some lever-
age. We are trying to take over some of the contracts as they exist,
if we can.

The problem with that is since most of those contracts were ne-
gotiated, there has been a lot of security added since 9/11. We are
trying to do the very best job we can of being reasonable in terms
of the expenditure.

Senator MURRAY. I understand that you are not going to assume
the contract of Argenbright. Is that related to the price that they
were charging?

Mr. MAGAW. They have a continuing contract with the airline, so
we are going to reimburse the airline, not negotiate another con-
tract. For a short period of time in all of these issues, until we start
getting our Federal force online, we are going to put a Federal per-
son from TSA at each one of those airports the day before, or 2
days before, to watch very carefully how this takes place.

If there are any groups not doing their job, we are going to re-
place them. We are also starting to hire the new Federal security
directors for the airports, so while that is taking place and the new
slcreelners are being trained, the contracts will be monitored very
closely.

Senator MURRAY. I know Argenbright has 40 percent of the secu-
rity services at the Nation’s airports. If you are not assuming their
contract, are we going to have enough Federal employees by 18
February to fill those positions?

Mr. MAGAW. The employees within the company that are doing
the screening are not where the problem lies. The problem lies
mainly with the companies, in terms of being able to contract with
them. We are going to move in and watch the people and the
groups that are actually doing the screening. The patch on their
shoulder is irrelevant to us, because what we are looking for is
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quality work until we get the Federal screeners trained. We will
not have any trained Federal screeners to put in there on February
17.

But we are going to have close oversight and we will be moni-
toring it. We do have a backup plan if there is a company that
turns and walks, or a company that pulls their people out.

Senator MURRAY. Do you do not expect major disruptions on 18
February?

Mr. MAGAw. In any of our conversations, negotiations, whether
it has been with the Deputy Secretary or myself, or the lawyers
who are working on the contracts, those who have had information
and worked with the airport managers are making the commit-
ment, along with the airlines, to make this work during this
changeover period, and we believe that to be the fact.

Senator MURRAY. Thank you. Senator Shelby.

COAST GUARD CAPITAL PLAN

Senator SHELBY. Mr. Magaw, I know you have been busy on
other things, for good reason. My concern is that the Coast Guard’s
capital program has not been reviewed or restructured to reflect
the emerging port and water security requirements identified in
the past 4 months. In light of the contention that roughly 25 per-
cent of the Coast Guard’s operations will be on homeland security
activities, have you at this point reviewed the Deepwater program,
or have you been briefed on the Coast Guard’s capital plan as it
relates to homeland security, and if not, will you?

Mr. MAGgaw. I will get a more in-depth briefing. The Secretary
knows the in-depth answer to that question.

Mr. JACKSON. Senator, I think it is obvious that the Under Sec-
retary must be involved in the Coast Guard’s capital plan.

Senator SHELBY. I know he has been busy as heck.

Mr. JACKSON. He has, but we will give him something else to do,
too. I have had several recent briefings on the Coast Guard’s
progress, and I am tracking that very closely. You have it nailed
exactly right. About 1 percent of Coast Guard’s mission focused on
homeland security prior to the 11th, and then we surged to about
58 percent. We are now proposing a new normalcy level at about
22 to 25 percent of the budget.

We believe, and the Commandant has done an evaluation of this,
that the fundamental platform modernization that we are doing
will serve that new normalcy mission well, and that Deepwater is
an essential component of making us able to meet the needs. There
are other port security and improvement issues that we will take
up with the Congress’ help. We have $93 million to do some port
security work this year, and we are moving out aggressively to use
that money wisely to strengthen work there, too.

AVIATION SECURITY

Senator SHELBY. Mr. Magaw, the Aviation and Transportation
Security Act envisions the development of a data base to identify
individuals who are suspected terrorists, and procedures to turn
them over to law enforcement officials. I have read press accounts
that the Department has prototype systems under development. I
believe myself that information technology can be a very useful law
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enforcement tool to prevent terrorists and other criminals from
ever boarding the aircraft. To be effective, it will be necessary to
collect personal property information that we envision.

Mr. Magaw, do you agree, though, that the personal information
collected for official Government use—in other words, to protect the
public—by Government contractors should not be allowed to be
used for commercial purposes unless the individual grants his or
her consent?

Mr(.jl Macaw. I do, sir. That is right. This has to be very well pro-
tected.

Senator SHELBY. Most Americans that I have talked to under-
stand the need for security. We give up some things for security
only, but not for commercial use.

Mr. MAGAW. That is right.

Senator SHELBY. And that has to be a strong proviso there.

Mr. MAGAW. That is right, yes, sir.

Senator SHELBY. Mr. Magaw, airport security—I am not picking
on you. I do not want to upset Secretary Jackson.

Mr. JACKSON. I will get mine, I am certain, yes, sir.

Senator SHELBY. Mr. Magaw, you have indicated, I believe, in
previous congressional testimony that it is your intention to have
a training facility at each airport to facilitate the training of Trans-
portation Security Administration personnel. Have you held any
discussions with airport operators on the lease or rental agree-
ments necessary to accommodate the TSA’s use of space for train-
ing, screening, and other purposes at airport facilities?

Mr. MAaGaw. We have had discussions about screening space and
those kinds of things. As far as being able to tell them what kind
of space we are going to need for training and our Airport Security
Director, those needs are starting to be evident to us in terms of
size and how much space.

Senator SHELBY. You will rent that space, will you not?

Mr. MAGAW. Absolutely.

REVENUE ALIGNED BUDGET AUTHORITY

Senator SHELBY. Secretary Jackson, I know you have been
smothered by the Aviation Security Stabilization Act, but I would
like to ask you to indulge me just a little on the practical and polit-
ical impact of RABA—how do you say it?

Mr. JACKSON. RABA, yes, sir.

Senator SHELBY. RABA has been in the budget request since fis-
cal year 2000. First, compared to the authorized and guaranteed
level of highway spending included in TEA-21 for the fiscal year
2002, the actual appropriations for highways was $4.6 billion high-
er than the authorized level, what could be called a $4.6 stimulus
investment in highways. Unfortunately, neither Congress nor the
Administration received the credit for that exceptional additional
increase in highway spending.

The corollary to the fiscal year 2002 experience is what your
budget request for 2003 portends. Just at the time when everyone
is trying to reassure the American public and industry that the
economy is getting better, the budget request proposes an $8%2 bil-
lion cut, a 26-percent decrease in overall highway program amount.
It is hard to say anything nice about that request. I cannot imagine
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that it is a request that you are over enthusiastic about defending.
Can you tell us why that is the responsible, desirable level of high-
Way? investment consistent with a budget theme of economic secu-
rity?

Mr. JACKSON. Senator, the President’s budget tries to balance a
number of very difficult budget priorities this year. We have made
very significant investments that reflect the challenges that face us
in a post-9/11 environment. This was one of the toughest decisions
that we had to accommodate in this budget. That is a fact. But we
know that over the first 5 years of the TEA-21 authorization pe-
riod we have enjoyed quite a substantial addition above the guar-
anteed funding levels that were in the Act, and that the States
have rightfully put this to good use in our highway system.

For 2003, highway funding would be $4.4 billion below the in-
tended mark. As I said, we are very much committed to working
with the Congress during reauthorization of TEA-21 to try to
smooth out authorized highway funding levels so that such swings
do not occur, or that we minimize the effects of such swings. I
think that we have a chance to look at the way highway funds are
currently obligated and outlayed in the reauthorization debate, and
we still have an opportunity to address the issue of the $4.4 billion
as it is outlayed over multiple years.

About 27 percent of highway funds are spent in the first year,
around 41 percent in the next year, and then sending trails off over
multiple years thereafter. So I think there is a window to take up
the question, if the Congress is willing to work with us, on how we
level out these issues. But for this year there are some very tough
choices that had to be made in our budget. The Secretary and I
fully support the President’s desire to address the core objectives
}:]hat he laid out in the State of the Union, and that our budget re-

ects.

FAA CAPITAL PROGRAM

Senator SHELBY. Senator Byrd has gone now. I wish he were still
here, because he would be really involved with all of us on this
issue.

One last question. I will be careful and quick. FAA capital pro-
gram. We all understand the need there. Would you commit again,
Mr. Secretary, that you will have some of your able staff to do a
“soup-to-nuts” review of the FAA’s capital program?

Mr. JACKSON. I will be happy to look through all of the capital
program expenditures and make sure we answer any questions you
may have about them.

Senator MURRAY. Senator Bond.

UNOBLIGATED HIGHWAY TRUST FUND BALANCES

Senator BoND. Thank you, Madam Chair, and following up on
the questions that everybody else is talking about, yesterday my of-
fice was in contact with the Federal Highway Administration at-
tempting to learn the actual amount of the unobligated funds in
the Highway Trust Fund. As we look at not only the appropriations
process but the pending legislation, it would be extremely helpful
for us to have a ballpark figure of what the unobligated funds
might be so we know what we are dealing with, with the caveat
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that all the figures are not final. Is there any figure you can give
us now, or could you give us in a short time?

Mr. JACKSON. Senator, I will pledge to get you the best figures
we have just as quickly as we can, and we will work with your of-
fice to make sure we quickly deliver good data to you and you get
everything you need to be able to take on this question.

[The information follows:]

At the end of fiscal year 2001, the Highway Account of the Highway Trust Fund
had unpaid obligations in excess of its cash balance. The cash balance in the High-
way Account was $20.372 billion. Outstanding obligations subject to payment from
the Highway Account were $39.77 billion. In addition, there were $27.299 billion in
unobligated authorizations that would eventually be obligated and require payments
from the Highway Account.

The comparable figures for the Mass Transit Account are: cash balance of $7.369

billion; unpaid obligations of $1.306 billion; and unobligated authorizations of $29
million.

Senator BOND. Having worked on that before, we are very much
interested in seeing if we cannot come to a good resolution with
you and the members of this Committee and the EPW Committee
on just how we can take care of this shortfall.

INTEGRATION OF AMERICAN AIRLINES/TWA WORK FORCE

I mentioned to you earlier our frequent conversations about the
union security issues and the integration of the American Airlines
employees and TWA employees in American Airlines. Given the po-
tential disruption to the airline system, the fact that other unions
are already using binding arbitration, and the fact we clearly need
some kind of equitable solution to get beyond these contentious
labor disputes, and I have laid out all my concerns in the past,
what can the Department of Transportation do to help take care
of these issues in a way that will avoid disruption and assure that
all of us who fly the new American Airlines have the same good
service we had in the past?

Mr. JACKSON. Senator, as you know from our conversations and
from your conversations with Secretary Mineta we very much ad-
mire and respect the role that you are taking with your constitu-
ents at TWA in trying to find an equitable solution to the integra-
tion with their new colleagues from American Airlines.

The disputes in the aviation industry between labor and manage-
ment have been many and protracted, and it takes too long to re-
solve issues of equity between the parties. Our system does not, in
my personal view, well support quick resolution of these crucial
issues, so I believe that we would be quite willing to have conversa-
tions with industry, labor, and Congress about what could be done
to help find an equitable and fair resolution of these types of dis-
putes.

They are not something over which that we have inherent statu-
tory responsibility at DOT, that is the ability to go in and resolve
the labor problems. The merger case between TWA and American,
as you know, sir, from your work in this area, was approved by the
Department of Justice, and we did not have a chance to impose
conditions on the approval. So I am happy to continue to look at
this issue with you. It is a very important issue.

Senator BOND. Well, we appreciate your looking at it. We have
many discussions, and I know, number one, it is not an easy issue.
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You may not have any explicit statutory authority. We have asked
the National Aviation Board to look at it, and I appreciate your
continuing to look at it, but as you continue to look at it, more and
more employees with many years of seniority are being furloughed
as airline traffic continues to be slow in rebounding, and I would
hope that there may be some at last voluntary efforts to begin the
process to encourage mediation essentially between the two em-
ployee groups.

I am sure—the company itself I know wanted to see this solved.
They have a limited role in this, according to them, and if you can
provide some assistance and urge some amicable settlement, be-
cause they are all going to have to be working in the same air-
planes and serving the airline public, I think it would be extremely
helpful, so we will continue to work with you and hope that we find
some way to get everybody in the same planes agreeing on how
they should be there.

AVIATION LOAN GUARANTEES

But I also asked you about Vanguard, and as I told the chair as
we were walking along, I said, there is the cynical view of banks
that a banker is one who lends you an umbrella and takes it back
when it rains. Well, after September 11, we saw that rain was fall-
ing on airlines, and as far as I can tell, the ATSB has decided to
give an umbrella to America West, but I do not know of any others,
and Vanguard obviously, without a Federal loan guarantee, is
going to be yet another casualty of the attacks on September 11.

Can you help us understand the issues at hand? We understood
that one of the problems was that they really needed the loan, and
that kind of fits the definition of why we set up the loan program.
Maybe you can help us determine what needs to be done and what
conditions you feel are appropriate before awarding such a loan.

Mr. JACKSON. Yes, Senator. I want to say at the start that the
issue involves the evaluation of sensitive financial information that
has been submitted.

Senator BOND. And I agree you cannot get into that. We are not
going to substitute our judgment for your judgment. We just want
your attention on it.

Mr. JACKSON. Yes, sir. Well, I can tell you, this one certainly has
Norm Mineta’s attention. It has Michael Jackson’s attention as
well. We have had a series of conversations about this. Vanguard
has submitted two applications, and so far we have not found a for-
mula that meets both our requirements and Vanguard’s require-
ments under the program. But I will characterize for you what
Senator Mineta’s counsel is about this program.

It is our job to try to find out how to make this program work.
We are not sitting in a chair just waiting for people to throw things
over the transom and say, “Here is our application,” and we say
“Yes” or “No.” That is absolutely not our approach to this issue. We
had multiple rounds with America West before we approved that
one.

Senator BOND. Yes. They told me it was harrowing.

Mr. JACKSON. Yes, sir, for all parties, I suspect.

Senator BOND. Yes.
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Mr. JACKSON. But I think we came out with a very fair and good
resolution of that one. We have told this particular applicant that
we are willing to sit down and work through what is acceptable
and how to structure something that is consistent with the pro-
gram requirements, and then it will be Vanguard’s choice as to
whether or not they can meet or wish to accept those conditions.
Our obligation is to work proactively and aggressively. We met
with them at our office at DOT to help them understand how to
approach this issue, and we will keep our door open and we remain
eager to work with them.

Senator BOND. Mr. Secretary, it looks like we are going to have
lots of phone time together here in the weeks and months ahead,
and I appreciate your efforts. Thank you.

Mr. JACKSON. Thank you, sir.

HIGHWAY SAFETY PROGRAM

Senator MURRAY. Thank you. Mr. Secretary, there were over
40,000 deaths on our Nation’s highways last year—that is, by the
way, more than one World Trade Center incident per month—and
yet your budget for the National Highway Traffic Safety Adminis-
tration has increased only four one-hundreths of a percent, and
while you have requested this minuscule increase for the entire
agency, your detailed budget reveals that you want to cut funding
for impaired driving prevention by 22 percent, cut funding for occu-
pant protection by 14 percent, and cut funding for safety standards
by 20 percent. How do you justify these reductions when auto-
motive accidents account for more than 90 percent of all transpor-
tation fatalities?

Mr. JACKSON. Senator, we agree that the automotive fatality
issue is the number one safety issue at the Department’s National
Highway Traffic Safety Administration (NHTSA), and Adminis-
trator Runge is working very aggressively to use our funds in an
effective fashion. The “Click It or Ticket” program which you men-
tioned earlier is a good example. We believe that we have some sig-
nificant funds to promote this type of highway safety work, and
that we have an adequate pool of money to move very aggressively
here.

Senator MURRAY. Have you asked to continue that in 2003?

Mr. JACKSON. I am sorry, I do not know the answer to that line
item. I will have to check on that and respond to you.

[The information follows:]

The President’s Fiscal Year 2003 budget for NHTSA does not propose any funding
specifically for the “Click It or Ticket” initiative. However, NHTSA is planning to
amend its regulations to allow the use of Section 157 innovative seat belt project

allocations for advertising campaigns such as “Click It or Ticket,” which was so
highly successful in region IV during May of 2001.

Mr. JACKSON. It is something that we are pushing this year with
the States and are very much supportive of.

Senator MURRAY. Do you want the States to fund it?

Mr. JACKSON. No. The States are natural and indispensable part-
ners in the effort, and we are working very closely to leverage that
type of partnership with State and Federal participation.
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HIGHWAY SAFETY GOALS

Senator MURRAY. You did not send up a fiscal year 2003 perform-
ance plan with the budget, as you have been doing for the last cou-
ple of years. Can you guarantee us that the Department is not
planning to abandon or weaken any of the safety goals that were
included in last year’s performance plan?

Mr. JACKSON. We are undertaking a detailed look at all of our
goals. We certainly do not intend to weaken our commitment. We
intend to look at each one of them and to be able to report back
to you what we plan to do, what we can do. We are going to set
the bar high and try to resolve all those important safety goals.

Senator MURRAY. You are really short of your goal of 86 percent
of all drivers wearing seat belts this year, and I know you did not
request it, but the Committee last year did set aside $10 million
for targeted efforts to boost seat belt use in the 2002 Appropria-
tions Bill. Your budget terminates that initiative, and then cuts
NHTSA’s other efforts on occupant protection by more than 14 per-
cent. Why should we believe that you take these performance goals
seriously when you present budget proposals like this one for high-
way safety?

Mr. JACKSON. I assure you that we will work with you on the
budget proposal for this year to make certain that it is being di-
rected to programs that will effectively meet these challenges.

EXPLOSIVE DETECTION SYSTEMS

Senator MURRAY. Mr. Magaw, the next major deadline for the
Transportation Security Administration after you assume all of the
screening functions on February 18, is to screen all baggage for ex-
plosives by the end of this year. That is going to be a huge under-
taking that is going to require installation of over 2,000 explosive
detection machines at the Nation’s airports. If you are not able to
meet that deadline, what will the reason be?

Mr. MAGAW. There are four or five barriers that we are making
sure we overcome. It is almost like a hurdle race. If you knock one
over, then it is going to affect the others, and so right now we are
concentrating on the manufacturers. There are two certified manu-
facturers and a third is close to being certified.

But under their normal production today, they can only produce
about 300 machines, maybe less than that.

Senator MURRAY. In what time frame?

Mr. MAGAW. In the time frame we are talking about.

Senator MURRAY. By the end of this year?

Mr. MAGAW. Yes, ma’am.

Senator MURRAY. 300, and the need is 2,000?

Mr. MAGAW. The need is near 2,000.

What the Deputy Secretary and I have been doing, but the Dep-
uty Secretary has worked mostly on this, is talking to the three
companies trying to get the rights to their equipment and their
production so that we can bring in some larger companies to look
at the production part of it. If we can get larger companies to come
in, and we are conferring with them now, to take over this produc-
tion, that number can be reached. That is one hurdle. So we are
still optimistic that that number can be reached.
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One of my concerns, and also the Deputy’s and the Secretary’s,
is that we have got to make sure that if we did reach this goal with
the machines we have now, is there another generation hanging
right back there that we need to consider as we are moving along?

The other hurdle is working with the airports, which we are
doing now. How many do we believe they need, and how many do
they believe they need? Some airports are going to need 60 or 65
additional machines. Many of them do not have the space for more
machines, so it is going to take some reconstruction to do that.

Senator MURRAY. By the end of this year?

Mr. MAGaw. By the end of this year. The supporting of the floor
also needs to be improved, because they are very heavy machines.

Then the installation cost is fairly expensive, so we have to put
a package together at each airport. That is why we are dedicating
a temporary Federal security person for each airport within the
next week, to start coordinating contracts, union negotiations, and
those kinds of things.

We believe we can still meet those requirements. The reason we
cannot give you the bottom line figures on the TSA budget in either
2002 or 2003 is that we have to get through that process so that
we know basically what each airport is going to cost us.

Senator MURRAY. Do you think we have a reasonable chance of
meeting that goal?

Mr. Macaw. I think we have a reasonable chance of meeting that
goal. As soon as we realize, and as soon as my judgment or the Sec-
retary’s or the Deputy’s changes in any way, we will make sure
that you are advised immediately.

EDS CONTRACTS

Mr. JACKSON. Senator, I would be very happy to unpack this very
crucial question a little bit more if you want, on the contracting
side. As John has said, we have done some work, and I can sum-
marize that approach.

We have issued a letter contract to the two firms that are cur-
rently certified to provide EDS machines this week. We had sent
it to them. We had negotiations with them. Each had some defi-
ciencies that they had to address prior to being able to get a con-
tract with us, and we have a plan. We have retained MacKenzie,
who has completed an evaluation of the tools that we can use—
EDS machines, trace detection and others in combination with each
other—to do this effectively. We are using a demonstration at Salt
Lake City right now of trace detection equipment to do some explo-
sive detection screening.

So we have looked at the technological tools that are available,
we have worked with the firms to give them better sourcing data
and production data about how to manufacture more reliably, and
we are now going to look at the second stage procurement in which
we go out and find another firm to build some portion of the whole
that is needed, using intellectual property which the firms have
volunteered to provide to us.

In addition, there is a third firm, Perk and Elmer, that is very
close to finishing its certification cycle, and we are hopeful that
they will successfully complete that. We have “baked them into the
mix” as well. We are negotiating an intellectual property license
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from each manufacturer that would allow us to complete the manu-
facture of the remaining number of machines that we need. We
have a plan to work through an engineering firm that is going to
be retained Nation-wide to help us assess installation problems,
and we are looking for a contract to deliver, install, train, and
maintain that whole equipment set. It is a very complex web of
procurement issues, but we think we are proceeding systematically.

Senator MURRAY. I think it is important that you keep this Com-
mittee informed as you move through the contract process.

Mr. JACKSON. This is absolutely vital, and we are happy to meet
with you on a very routine basis to keep you up to speed on this,
and it is very important.

Senator MURRAY. Thank you, I look forward to your briefings to
keep us regularly informed——

Mr. JACKSON. Great. We would be grateful to have your counsel
and to keep you in close contact on this.

Senator MURRAY. Senator Shelby.

COST OF EDS EQUIPMENT

Senator SHELBY. I just want to comment. In this area, you are
talking about a lot of money.

Mr. JACKSON. Yes, sir.

Senator SHELBY. A lot of money is going to be spent, and we
want it spent wisely, on the right thing, and as Mr. Magaw said
earlier, competition is the best thing we have going for us in trying
to protect the taxpayers and get the best product.

Mr. JACKSON. Yes, sir.

Senator SHELBY. I hope you will keep that in mind in this area,
because once you get through this license process, that could open
up more competition.

Mr. JACKSON. Yes, sir. It is frustrating to the firms that manu-
facture EDS equipment, to the executives who run the airport au-
thorities, and to me, that we have not dropped on the table the de-
finitive solution. Because the sums are so large, and the impor-
tance to the economy is so real, we are taking the time to make
coherent decisions that will get good value from taxpayers’ money,
and we will look at the principle of maintaining competition as a
constant source of inspiration on this issue.

Senator SHELBY. Mr. Magaw, the explosive detection subject. 1
note the transfer of $124 million from the FAA to TSA for procure-
ment of explosive detection systems.

Is this the total amount of EDS procurement money, or if not,
can you tell me what the total funding for explosive detection sys-
tems is in this budget?

Mr. JACKSON. Senator, slightly under $300 million has been spe-
cifically set aside through a multiplicity of mechanisms. There is
some money in the FAA budget and there was some emergency
supplemental money. When you aggregate it, it comes to slightly
under $300 million. I believe the number is $293.5 million, and
that money is allowing us to launch this initial phase of EDS pro-
curement, which is producing a ramp in the production capabilities
of the certified firms so that we can complete the rest of the
deliverables.

Senator SHELBY. Thank you.
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Senator MURRAY. Senator Kohl, then Senator Specter.
GENERAL AVIATION SECURITY

Senator KOHL. Thank you, Madam Chairman.

Mr. Magaw, as part of the Aviation and Transportation Security
Act, an amendment was incorporated into the bill at section 132.
This section required the FAA to author a report to Congress on
measures to improve general aviation security. The report con-
cludes that it is important to develop security measures for general
aviation that can be deployed singly or in appropriate combination
in response to varying threat levels.

What level of threat exists today and, based on that, in your
opinion, what steps need to be taken to provide an adequate level
of security for general aviation?

Mr. MAGAW. General aviation stations throughout the country
vary quite a bit in their security efforts. TSA needs to develop a
checklist of things that will help general aviation personnel tighten
their security, not only of their installation, but also the security
of their aircraft and all of the other things. It is one of the many
things that clearly we need to address.

The youngster who, regretfully, hit the building in Tampa should
not have had access to that aircraft. We need to examine what kind
of things we can build in that are not costly, that will not allow
somebody other than the intended person to start an aircraft. Right
now, at some general services locations, you have total freedom to
walk through, and if they are busy, you can walk right out on the
ramp, as well you know. So we intend to address that issue in
depth, and in a few months I should have more specific answers
for you.

I am in the process now of hiring the highest level of personnel
for TSA, and I want to bring somebody on board that has the ex-
pertise and background to help us understand the general aviation
culture at the same time we are trying to apply the security.

AIRPORT PASSENGER SCREENING CONTRACTS

Senator KOHL. In addition to authoring the report, section 132
required the FAA to develop and implement a security plan for
larger classes of chartered aircraft defined as an aircraft upwards
of 12,500 pounds, or having about 12 seats or more. What can you
tell us today about the development of this plan, and will you be
ready for its implementation, which I believe is scheduled within
2 weeks?

Mr. MaGaw. I have not addressed that particular plan. I know
the problem, but I have not addressed the topic, and there is some-
thing we are going to be doing in 2 weeks that I am not aware of.

Mr. JACKSON. I think the Senator may be talking about the 2-
week implementation of our takeover of the security screening con-
tracts.

Mr. MAGAW. At the airports, oh. I misunderstood. I am sorry, sir.

Yes, on the 17th we are prepared to take over the screening con-
tracts. They will not be Federal personnel at that point, other than
a person that we are sending to each airport to oversee the screen-
ing process, work with the airlines, and work with the contractors.
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At the same time, we are starting to hire the Federal security
screeners to take their place, and we will be monitoring every loca-
tion in the country very closely. As quickly as we can recruit and
train nearly 28,000 to 30,000 screeners, we will do so.

GENERAL AVIATION SECURITY

Senator KOHL. I appreciate that. I was referring to general avia-
tion, that we needed a plan for the larger general aviation aircraft,
those with 12 seats or more.

Mr. JACKSON. We have submitted a 60-day plan that outlines the
basic approach to general aviation. In addition, FAA has imposed
some security directives that tighten up the security measures that
have to be in place specifically, as you addressed, Senator, for air-
craft 12,500 pounds or more.

For example, aircraft operating out of a commercial airport have
to meet the same safety rules that are in place for commercial
flights. For those departures, we require an approved security di-
rector to review the security plan for larger aircraft. There is an
inspection protocol, a manifest listing, and a series of FAA security
directives, some of which are public and some of which are con-
fidential and conveyed to airport security and airline operators.

So we have done something there. I think what you are hearing
from the Under Secretary is that all of us believe this is an area
that we do not yet have as good an approach as we want to have.
It is a very large system, 19,000 plus airports around the country,
and we know that this needs more work. John is committed to
bringing in a team of people to look at this in more detail.

FAA currently has folks working on this issue. I have been in-
volved with the Homeland Security Council on efforts to try to
tighten up general aviation security. After the incident in Florida
that the Under Secretary mentioned, we sent out a security direc-
tive and security notice to general aviation airports talking about
the particular set of problems that we had found in that incident,
and offering some counsel about how to strengthen security.

So it is not an area where I would say that we feel comfortable
that we have done everything that needs to be done. It is an impor-
tant area that we will continue to work on and look at. The indus-
try has helped us try to understand approaches that might be suc-
cessful, and we are going to continue to engage on this one.

Senator KOHL. Okay, and I thank you. I know how much stress
you are under and how much work you have to do, so I am not sug-
gesting you are not working 24 hours a day, 7 days a week on your
problem.

I would just comment with respect to the general aviation air-
ports, I fly in and out of them occasionally, and it is apparent to
me, as it 1s to you, that the level of security is pretty low, in some
cases fairly nonexistent. The aircraft in those airports are as able
to do mayhem as many of the aircraft that are in our larger air-
ports around the country which are under your control, and it
seems to me until you get a handle on that problem, it is hard to
assert to the American public that in fact we are dealing with the
problems of airplanes.

The airplanes flying out of small airports, general aviation kinds
of activity, are as dangerous as any other airplane, and I am very
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fearful that something terrible will happen and we will all be
caught unawares again, and we will be embarrassed, humiliated,
as well as terribly disappointed with what happens, and I think to
some extent you are sitting on a ticking time bomb.
Mr. MAaGAw. We will address that issue in depth, Senator.
Senator KOHL. Thank you. Thank you, Madam Chairman.
Senator MURRAY. Senator Specter.
Senator SPECTER. Thank you, Madam Chairman.

EXPLOSIVE DETECTION SYSTEMS

The budget for the Department of Transportation has always
been important, but as we look to next year, it is even more impor-
tant than ever. I think it ranks right up there with Defense, and
Health, Human Services, and Education, and it is going to be a
tough job finding enough dollars to go around for all of the needs
which are presented here.

Mr. Magaw, I visited the Philadelphia International Airport this
past Monday, and there is an urgent need for these new explosive
detection machines. I am told that the international airport will re-
quire 14 machines at a cost of $42 million, and they need to move
them now, because they are having a new terminal that costs about
$475 million, so they will not have to retrofit. As I hear the testi-
mony today, about $300 million is available Nation-wide. How will
we meet the mandate for these explosive detection machines to be
in place by the end of the year, considering the tremendous need
and the limitation of funds?

Mr. MAGAW. The funds that you see both in 2002 and 2003 clear-
ly are not going to cover the costs. The President has said that once
we get the requirements analyzed and know what the cost is, then
he is going to support this effort. I take that in good faith and move
forward. The Philadelphia Airport, as well as the other airports, is
very important, and we will have a person in there next week to
start dealing with the airport manager and all those who know
what the problems are to develop a plan to get that airport the ma-
chines and construction it needs.

Senator SPECTER. Well, I am pleased to hear that, and there is
enormous concern over airport security, and I am glad to see the
President’s commitment and your commitment to get that done.

MAGLEV AND HIGH-SPEED RAIL

MAGLEYV, I think, is going to be the wave of the future, some-
thing that I have been working on now in my 22nd year, since I
got here. I thought that was really the kind of visionary item which
we really had to have. Flying from Pittsburgh to Philadelphia with
regularity, it is an enormous difficulty with the waits on the
tarmac and the weather, et cetera. With MAGLEV, we will be able
to go from Philadelphia to Pittsburgh in 2 hours and 7 minutes,
with intermediate stops in Lancaster, Harrisburg, Altoona, Johns-
town, and Greeensburg, and I am looking forward to the day when
we have a MAGLEV system which runs from Boston to Richmond,
and perhaps to Miami, and New York to Chicago.

It is my hope that we will develop a real national constituency
for MAGLEV, and there is concern from the westerners that the
competition between Western Pennsylvania and Baltimore to DC
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has an eastern tilt, and I think they do have a point, but what we
have to do is get the national constituency. There can be a line
from Orange County, California to Las Vegas.

We are prepared for the competition. Baltimore to Washington is
a line I know very well. I am there all the time en route to and
from Philadelphia. You have Metroliner and you have ACELA, and
you have the parkways, where if you contrast getting from Greens-
burg, Pennsylvania, to the Pittsburgh International Airport, all you
have is bottlenecks. You do not have any way to go.

Governor Ridge, Senator Santorum and I convened a meeting in
Pittsburgh, and Governor Schweiker has taken over with real com-
munity spirit, and a very hardworking consortium of steelworkers
and U.S. Steel and other companies to put that together. It would
be my hope that we could structure thinking about some of that on
the Environment and Public Works Committee, where we may be
able to tap into TEA-21 and figure out some way to get additional
funding.

I would be interested in your views, Secretary Jackson, as to
your vision for MAGLEV, and how important do you think it is in
looking to really increase transportation and economic development
into the 21st Century.

Mr. JACKSON. Senator, I believe that high-speed rail and
MAGLEYV are very important things to evaluate as we think about
the future of inter-city passenger rail. Moving along at 40 miles an
hour does not get the job done in terms of meeting the transpor-
tation needs of this country for the future. We are going to have
to take up the Amtrak reauthorization, high-speed rail, and
MAGLEYV issues in concert with each other to try to sort out these
priorities and to figure out what we need, how we can afford to pay
for it, and what to do. So I look forward to working with you on
those issues.

Senator SPECTER. Well, I am glad to hear you mention Amtrak.
I recall one of the first meetings I attended in Senator Baker’s of-
fice in 1981. David Stockman, Director of OMB, had zeroed out
Amtrak, and it is just indispensable.

I said we would have a clog of the Baltimore Tunnel, and Na-
tional Airport would be overrun if we did not have the line running
from New York to Washington, and David Stockman said, “Well,
that is a prosperous line.” The trustee in bankruptcy would sell
that off in no time, and I said, “All of the locomotives would be
rusted shut by the time the trustee in bankruptcy got around to
it,” but we have maintained that battle, and I think we are sur-
viving, but we have to keep it going.

HIGHWAY FUNDING

I am very much concerned about the reduction in the Federal
Highway Administration, some $9.2 billion, because of a decline in
the fuel tax and other trust fund receipts. Here again, we are look-
ing in the Environment and Public Works Committee, where I also
serve, at a mechanism which might be able to utilize the Highway
Trust Fund to make up some of that shortfall. Do you think that
is realistic, Secretary Jackson?

Mr. JACKSON. We welcome the opportunity to listen and talk
with you as you look at these mechanisms. What I said to Senator
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Shelby earlier was that the variability in highway funding under
the existing TEA-21 program creates a vulnerability for highway
infrastructure. So we look forward, particularly in the reauthoriza-
tion discussion, to developing a means level out these spikes in the
funding.

TRANSPORTATION PRIORITIES IN PENNSYLVANIA

Senator SPECTER. In the limited time I have, I cannot go through
all the priorities my State has, but we lean very, very heavily—we
get support from Chairman Murray and Chairman Shelby, when
he had been the Chairman, but as I look over the list here, we have
a project called the SEPTA Schuykill Valley Metro, which ties into
the Job Access and Reverse Commute program, which is in at $1.9
billion. It will take people from Center City Philadelphia, where
there are no jobs, out along the industrial corridor as far as Read-
ing through Montgomery County, and that is an enormously impor-
tant program.

Now, the Administration has put in a request for $26.3 million
for the Pittsburgh Stage II light rail, and we are looking at the
Pittsburgh North Shore Connector, where we need to move people
from center city Pittsburgh to the two new stadiums which have
been constructed in Pittsburgh.

Every time you turn around, there is an indispensable ingredient
that comes out of the Department of Transportation budget, to be
able to keep up with employment needs or economic development
needs, so we have the Harrisburg Corridor One Project, which is
a very important 30-mile regional light rail system to take the
pressure off the highways, and there is enormous interest in a
Scranton to New York City rail service, where we have gotten
starter money of $1 million, and $200,000 to see if Wilkes-Barre
can connect to it, so I mention those items because it underscores
the importance as to your Department and how we are going to
handle the funding.

AIRPORT PASSENGER SCREENING CONTRACTS

I am glad to see, Secretary Magaw, that Argenbright is not going
to be security-company-contracted-with, as I understand it. Is that
s0?

Mr. MAGAW. You cannot answer that yes or no. Let me explain.
We are reimbursing the airlines any security costs in the initial
days. Argenbright will keep the contract they have with the air-
lines for the temporary future, and we will reimburse the airlines.
We will contract with them. We are going to move that company
out as quick as we can in terms of moving our Federal force in.

Senator SPECTER. Well, I am glad to hear that you are moving
them out. They were under criminal prosecution, probation, have
violated probation out of the Philadelphia Federal court, so that I
am glad to hear you will keep a sharp eye, because that is very,
very important.

Mr. JACKSON. We would expect those contracts to be concluded
in a matter of weeks after the switch-over date.

Senator SPECTER. Well, give Secretary Mineta our best wishes for
recovery, and Mr. Magaw, are you enjoying your job?
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Mr. MAGAW. Very busy, and enjoying it. I am challenged by it,
and I am delighted—most Americans after 9/11 want to serve, and
that is the way I feel.

Senator SPECTER. Well, I am glad to see you in it. I expected you
to be confirmed on December 20. They had that hurry-up hearing
in the Commerce Committee, and we had a little discussion, you
and I, and I thought you were going to be included in wrap-up that
night, so I am glad the President made an interim appointment.
That is one interim appointment that has not caused any con-
troversy. It is nice to have you.

Mr. MAGAW. And I appreciate the Senate voting on it quickly
after you came back.

Senator SPECTER. Well, we are glad to see you on that job. You
have got a big, big job to do, and we are going to support you.

Mr. MAGAW. Thank you.

Senator SPECTER. Thank you, Mr. Jackson and Mr. Magaw.
Thank you, Madam Chairman.

Senator MURRAY. Thank you.

Mr. Magaw, I am confused by your answer to Senator Specter on
the federalization of our security force. If we are just simply paying
the airlines who are continuing those contracts, how does that sat-
isf); the requirement that we are federalizing the security screen-
ers’

Mr. MAacaw. Well, the contract is being reimbursed to the air-
lines, but we are having people on the scene right there, taking
over supervision of the screening function.

Senator MURRAY. So it is not federalizing the workers, it is just
having somebody on-site overseeing.

Mr. Macaw. Well, that is why I wanted to explain what was hap-
pening so there was no

Mr. JACKSON. We are federalizing all the workers. It is a phased-
in implementation, so Argenbright will be out of this process quick-
ly. All of the third-party contractors will, by the 1-year statutory
deadline, be gone from the system, and everybody will be a Federal
employee.

In fact, we intend to phase this in at a cluster of airports, and
then at roughly 25 per week. Thereafter, we will have a full Fed-
eral team in place, and as John said, starting immediately we will
have a supervisory team at each airport. At a larger airport they
will be larger in number; in a small airport it could be just one.

Senator MURRAY. I am confused because what you are telling me
is you will have Federal supervisors in place, but you are still going
to be paying the airlines, therefore the airlines are going to be re-
sponsible.

Mr. JACKSON. I am sorry, John. I will address the contracting
issue.

Here is how we are handling the switchover in the middle of this
month. We have negotiated and are completing this week, so-called
IDIQ—indefinite delivery, indefinite quantity, I think. I am acro-
nym-limited here, but it is basically a bulk purchasing contract
with those firms who provide security-screening at existing loca-
tions around the country.

In the case of Argenbright, we have decided not to sign a bulk
purchasing contract with that firm, and we have in place a tem-
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porary transitional tool to allow us to be able to put third-party
screeners in place at each of the airports that Argenbright cur-
rently, serves. They have about 35 airports that they serve, and
then we will switch that over to a full Federal force as part of the
normal implementation.

Senator MURRAY. Who is paying the screeners? Is it the airlines,
or is it the Federal Government?

Mr. JACKSON. The Federal Government pays the bulk contracts
with everyone in the transition. They will work for us; they will
meet new contract requirements; they will have to have our new
screening training requirements in place; and they will meet the
technical, educational and all other requirements of the statute. So
we own the job.

Senator MURRAY. Is that the case for Argenbright, too?

Mr. JACKSON. No, it is not, because we do not intend to employ
Argenbright.

Senator MURRAY. So in the case of Argenbright’s contracts that
you are not going to assume, will you be paying the airlines, and
the airlines will be responsible.

Mr. JACKSON. The airlines will continue for a few weeks after, in
some cases but not in all cases, to operate with Argenbright under
their existing contract. So after the 17th, for the couple of weeks
necessary, in some instances, to make a transition to a different
firm, the airlines’ existing contract with Argenbright will remain in
place and we will supervise the airline. They will work for us. We
will manage the contract through the airlines for a short period of
a few weeks.

Senator MURRAY. Thank you. Let me go to another rule that is
causing a lot of distress.

Mr. JACKSON. Senator, I might just say, we are barred from
doing business with them, and that is a decision that we agree
with. This contracting mechanism honors the Federal debarment
rules.

Senator MURRAY. I just wanted to make sure we all understand
what is happening.

Mr. JACKSON. Exactly.

AIRPORT PARKING RESTRICTIONS

Senator MURRAY. Let me ask you another question that is caus-
ing a lot of distress at a lot of our smaller airports, and that is the
300-foot rule. I think you heard about this at the Senate Commerce
Committee yesterday and said you were going to inject some com-
mon sense.

The act provided that some of these airports could gain relief
from your rule after they put forward some measures to you, and
a number of airports have done that and have been denied respite.
We have small airports who have no parking whatsoever any more
because of the 300-foot rule simply eliminating all of their parking.
We have many airports, small airports who have no handicap park-
ing, and the airports in my State just do not see why they are bur-
dened with this requirement when, you know, a suicide bomber can
drive right up to the terminal if they want to. They just cannot
park there.
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What do you mean by common sense, and how soon are our
small airports going to see this?

Mr. JACKSON. This is an issue that has been difficult to grapple
with, and I want to try to give you some numbers to put it into
context.

First of all, the smallest category of airport, category 4, was ex-
empted at the outset from this rule, so we are talking about cat-
egory X, 1, 2, and 3. Of those airports, we have allowed for a vol-
untary application for relief from the rule and amendments to the
rule, and for tailoring the rule to each particular airport. Of the
168 that have been submitted, 157 have been approved for amend-
ments and changes to the 300-foot rule. We have 10 that have not
been approved. We are still open to those 10.

I know of one that a Member of Congress called me about this
week. We are going back to work with the airport director and fig-
ure out how to put together appropriate blast zone protection that
is meaningful for that airport.

Here is the punch line, Senator. If one of them has a problem,
we want to help them fix it. This is not intended to be an arbitrary,
capricious, or unreasonable requirement. It is meant to protect life
from people who park a bomb, walk away from their car, and cause
a large loss of life. We have to be reasonable. It does not make any
sense to have people parking in a cow pasture and walking to the
airport, so we are very willing and eager to work with airports to
try to do this in a reasonable fashion.

Senator MURRAY. I understand it has been difficult to implement.

Mr. JACKSON. It is a thorny issue, and we will keep whacking at
it.

Senator MURRAY. I appreciate that.

NAVIGATION USER FEE

In my region of the country, the ports are one of the biggest sup-
pliers of well-paying jobs. Your budget is asking us to impose a new
user navigation fee to be paid by ships that are transiting U.S. wa-
ters. With that fee, you are expecting to collect $165 million next
year and over $300 million in 2004. Mr. Jackson, won’t that fee
only increase the likelihood that ships are going to call on ports in
Canada and Mexico instead of U.S. ports?

Mr. JACKSON. We hope not and we think not, and we will come
back to you with a precise legislative recommendation from the Ad-
ministration so that we can give meat on the bones of this pro-
posal.

We recognize that there have been proposals submitted in the
past for user fees to help offset various transportation needs that
have not been accepted by the Congress and not been adopted. We
also recognize that, following the events of 9/11, that the Congress
very much proactively reached to include some very significant
user fees in the aviation world. We hope that to meet some of the
enormous costs of providing for homeland security in other modes,
the Congress would be willing to engage in a dialogue with us as
to whether user fees are appropriate. We recognize that we have
to meet the needs of commerce and promote the efficient flow of
freight and passengers through the country, so we will submit a
proposal for you.
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Senator MURRAY. You need to know that it is highly competitive
on the West Coast market. Any increased costs for ships coming
into our ports will simply mean that they will divert to Canada and
Mexico, so we have to be very careful when it comes to these kinds
of user fees in that competitive of a market.

CARGO SECURITY

Mr. Magaw, I think it is important when you impose a new secu-
rity cargo regime, that you guarantee that the cargo that crosses
the U.S. or Mexican border will be subject to the exact same proce-
dures as cargo entering through the U.S. ports as well, otherwise
we are going to deal them another competitive blow.

PIPELINE SECURITY

On the area of pipeline security, the National Security Council
has identified our Nation’s 2.1 million miles of pipeline as potential
targets for terrorism. An attack on pipelines that carry natural gas,
or petroleum, or hazardous materials could result in a standstill at
our Nation’s ports and highways, not to mention, of course, a sig-
nificant cost to life. Can you tell me what, if anything, RSPA has
proposed in the budget to ensure the safety of our Nation’s pipe-
lines, and hazardous materials?

Mr. JACKSON. Senator, I am going to have to look at the budget
detail on the RSPA pipeline safety, and I would be happy to get
back to you.

Senator MURRAY. Can tell me if any of the $4.8 billion in the
TSA goes for that as well, I would appreciate that.

Mr. JACKSON. Yes, ma’am.

[The information follows:]

The President’s Fiscal Year 2003 budget for RSPA does not propose any funding
specifically for pipeline security. However, RSPA is using resources made available
for pipeline safety to ensure the security of pipelines to the maximum extent pos-
sible. For example, RSPA is working with the Department of Energy and the Fed-
eral Bureau of Investigation to distribute security information and threat warnings
to pipeline operators; securing critical infrastructure mapping information through
a password protection system; working with the pipeline industry to assess
vulnerabilities; developing and implementing protection measures for pipeline facili-
ties; implementing a coordinated set of protocols that would be used during inspec-
tions to confirm the adequacy of operators’ security practices at critical facilities;
and, developing plans to improve response and recovery preparedness.

None of the funds proposed in the fiscal year 2003 budget for the Transportation
Security Administration would be used for pipeline security.

MOTOR CARRIER SAFETY

Senator MURRAY. Mexican trucks, I know your favorite issue, Mr.
Jackson. The Inspector General is close to completing his review of
the implementation of your plans for opening the border to Mexi-
can trucks, and we are going to hold a hearing with the IG and
Secretary Mineta. Up to this point, can you tell us quickly how ade-
quately the Federal Motor Carrier Safety Administration is imple-
menting the safety requirements that we included in the Appro-
priations Bill last year?

Mr. JACKSON. Yes, ma’am. We are on track to honor and meet
all of the requirements of the statute, and this includes the regu-
latory work which we owe the Congress and the public on this mat-
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ter, and a plan for hiring and well-training the individuals who are
necessary to do this inspection work. The week before last, the Fed-
eral Motor Carrier Safety Administrator, Joe Clapp, traveled to
Mexico City and had an extensive meeting with his Mexican coun-
terparts to review detailed plans. The Secretary has also reviewed
a detailed chart of tasks and deliverables that would meet the re-
quirements.

We are not going to open the U.S.-Mexico border to provide oper-
ating authority to any carrier until we have done the job. We think
we are on track to do that by early summer. I am actually trav-
eling with Administrator Clapp tonight to Atlanta to meet with my
counterparts from the Mexican Government, from two depart-
ments, to review the issues and to make certain that both Govern-
ments are working cooperatively and effectively in this area.

Senator MURRAY. It is, my understanding that one of the chal-
lenges you face is adequate space at the border so that unsafe
trucks can be put out of service. Is that the biggest challenge, or
are there others?

Mr. JACKSON. No, I think that we have that one under control.
We approached the GSA Administrator and asked him to devote
some resources to help us identify some excess Federal space that
we could surface, and they have been very helpful. Over the long
haul it would be desirable for us to have more complete and perma-
nent facilities to accomplish this mission, but we will, in future
budgets, come back to talk to you about some of the more com-
prehensive build-out needs. To do the job that we have been given,
we will have to have space available to park them. If necessary, we
will have them towed back across the border until they get them
properly fixed, and able to travel on our roads.

Senator MURRAY. It is one of the requirements we put in the bill,
and I want to stay in close touch with you as we work through this.
We are going to have a hearing on it, but if you could let us know
what you are seeing——

Mr. JACKSON. I would be happy, at whatever time is convenient,
to make sure that you get detailed briefings on the implementation
plan for this. I know that Administrator Clapp would be delighted
to work with you and your staff on that one.

Senator MURRAY. Very good.

PROPOSED BORDER CONTROL AGENCY

Mr. Jackson, let me ask you about one of the proposals that we
are hearing out of the Office of Homeland Security to merge all the
Coast Guard into a new border control agency. Is that officially
dead within the Administration, or is that still an active proposal?

Mr. JACKSON. It would be premature for me to speculate about
work that is ongoing in the Administration prior to the President
making any decision on this. I will say that it has been a hallmark
of his instructions to all of the Departments and agencies, from the
beginning of the post September 11 period, to look at how we can
make the border operate more effectively for our passengers and
freight, for security and efficiency. It has been an ongoing topic.

Senator MURRAY. Do you think it is wise to sever the Coast
Guard from the Department of Transportation?
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Mr. JACKSON. I would not speculate on those policy issues for you
here, and I would defer to my President to allow his Cabinet to
continue that discussion. When he makes any decision in that
arena I would be delighted to come back and talk to you about it.

Senator MURRAY. I will not pin you down on that.

Mr. JACKSON. Thank you. I appreciate it.

TRANSPORTATION SECURITY ADMINISTRATION BUDGET

Senator MURRAY. Mr. Magaw, when you were in my office, I
asked whether the Transportation Security Administration would
be providing a fully justified budget request to the Committee.
Your Deputy, Mr. McHale, said that you would, so I was a little
surprised to see you submit only a seven-page document to defend
a request of $4.8 billion. When do you expect to have a fully justi-
fied budget submitted to this Committee?

Mr. MAGAW. I believe that we can do it, Madam Chairman, in
60 to 90 days. The surveys at each airport are going to take some
time, and until we get some reasonable numbers from the airports,
we are only going to be——

Senator MURRAY. 60 to 90 days is going to be hitting us right
when we are marking up. We are going to need some time to re-
view your request. I really urge you to get that to us quickly. I
know it is a big task, but we are going to be marking up probably
in the middle of May, and we will need some time to go through
your request, so I urge you to get it to us as quickly as you can.

Mr. Macaw. All right.

Senator MURRAY. I understand you are going to need a supple-
mental appropriation?

Mr. MAGAw. We are going to need money from somewhere, and
the President has said that the Administration will support this
program. But I am not at liberty to talk about a supplemental or
anything like that.

Senator MURRAY. Are you asking everybody to put their wallets
out there?

Mr. MAGAWw. I know.

Senator MURRAY. We only have a few places we can look.

Mr. Macaw. I know. That is why it is so important, as you say,
that we get some accurate figures, or reasonably accurate figures
to you for construction costs, for installation charges, for the cost
of machines, and for transporting them there.

Senator MURRAY. I know the deadlines are approaching fast. 1
know we need to get out an Appropriations Bill. If there is going
to be a Supplemental, we need to know what that is, what the costs
are, and again, I know you are working under intense deadlines,
but if we are going to have the funds for TSA, looking at the other
challenges we have, we have got to get a handle on this quickly.

Mr. JACKSON. Senator, I can comment. We have two challenges
as you have just identified. We have a 2002 challenge and a 2003
challenge. On the 2003 challenge, as we flesh out the approach that
we would take to filling in the $4.8 billion, we would be happy to
give you an interim report so that we do not wait until the last
minute and drop something on you. I would welcome the chance,
as we go along.
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This is something that is unprecedented for us and for you, I rec-
ognize, and we do not want to create more difficulty for the Com-
mittee than need be in this case. So as we work our way through
this, we want to just stay in close contact with you. We will tell
you what we know and what we do not know, and when we get to
a problem we do not know how to solve, we will tell you that, too.
We will figure it out and keep in close touch.

Senator MURRAY. I appreciate that.

TSA ASSOCIATE UNDER SECRETARIES

Mr. Magaw, in recent briefing documents you provided to this
Committee it was not clear whether you expected to have separate
Associate Under Secretaries for Maritime Security, Rail Security,
and Motor Carrier Security. Have you made a decision on that yet?

Mr. MAaGAw. I have made an initial decision that our first high-
ranking person will be maritime and land. I am now trying to re-
cruit an outstanding individual from the trucking industry who will
be able to come in and pay full attention to that industry. The
same thing with the railroads. So the highest-ranking position in
the box that you have seen on the chart basically says maritime
and land security.

We are recruiting and looking at a couple of Coast Guard admi-
rals to oversee maritime security. At the same time, we want to
have people within that box who are from the other modes. It is
my judgment that the box is going to split fairly quickly, because
there is going to be a quick need for the other areas to be ad-
dressed in more detail. That is my intention, and I know that—the
Deputy and I have talked about it—it has not been approved, but
my intention is to split the box. Do you have this copy?

Senator MURRAY. Our staff has it.

Mr. MAGAW. Okay. And so while all of maritime and land ap-
pears to be in one box right now, and it is, we are going to have
representatives from every mode in that office who will pay atten-
tion to their specific area of expertise. They will not only keep the
Committee advised, but also give full attention on their particular
mode. As the aviation and other deadlines are moving by, we are
not sitting idle in general aviation, and we are not sitting idle in
railroad or any of the other modes.

Senator MURRAY. We will be interested in working with you to
do that. I am curious as to how they are going to interface together
and who is going to be really in charge of security in each of the
modes, and how maritime is going to work with Coast Guard, so
we will have more conversations on these issues.

NATIONAL DISTRESS AND RESPONSE SYSTEM

Let me ask you a question about the Coast Guard, Mr. Jackson.
The IG issued a report on the Coast Guard’s distress awareness
system a week ago. Your Department has now placed this project
on a high-risk watch list. Due to extraordinary cost overruns, the
Coast Guard has now eliminated the requirement that the system
be capable of pinpointing the exact location of distress calls. Even
at the lower cost, the Coast Guard’s projected capital needs still ex-
ceed OMB’s funding targets by more than $300 million annually.
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Do you think that the Coast Guard has dumbed down the system’s
capabilities to the point that mariners in distress will be at risk?

Mr. JACKSON. No, I do not think that we have dumbed it down,
nor will we. I do believe this is an important priority that we have
not yet got our arms around in terms of the program being fully
implemented and moving forward. It is an important commitment,
and it is one that we will have some ongoing oversight conversa-
tions with you about in this area.

Senator MURRAY. Of course, you know it is a high priority for
me, so I want to make sure——

Mr. JACKSON. Good. It is a high priority for the Secretary as well.

Senator MURRAY. The 2002 Appropriations Act does not allow
the Deepwater procurement to go forward unless DOT and OMB
certify in writing that adequate funding will be requested for the
new distress system of the Deepwater program and essential
search and rescue procurements. Is that the reason why we have
not received the certification, due to the uncertain costs?

SUBCOMMITTEE RECESS

Senator MURRAY. I have no further questions. This subcommittee
stands in recess until Thursday, February 14, when we will take
testimony on the U.S. Coast Guard.

[Whereupon, at 12:05 p.m., Thursday, February 7, the subcom-
mittee was recessed, to reconvene at 10 a.m., Thursday, February
14.]
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OPENING STATEMENT OF SENATOR PATTY MURRAY

Senator MURRAY. The subcommittee will come to order. Today
the subcommittee will hear testimony on the Coast Guard’s budget
request for fiscal year 2003. We are pleased today to be joined by
the Department of Transportation Inspector General Kenneth
Mead, and we also want to welcome our Coast Guard Com-
mandant, Admiral James Loy.

Today is likely to be Admiral Loy’s last appearance before this
committee, as his 4-year term comes to a close this May, so Admi-
ral, on behalf of all of us on this subcommittee I want to thank you
for your over 40 years of excellent service to this country.

FISCAL YEAR 2003 FUNDING CHALLENGES

During our hearing with Deputy Secretary Jackson last week, I
pointed out that the subcommittee will face extraordinary chal-
lenges in financing a balanced Transportation bill this year. The
President has proposed a $9 billion cut in highway spending. Am-
trak is near bankruptcy, and the funding requirements of the new
Transportation Security Administration are expected to grow by
more than 250 percent to $4.8 billion.

COAST GUARD FUNDING

With this backdrop, the administration has also requested an in-
crease in the Coast Guard budget of almost 20 percent. There is
no question that the Coast Guard is in a period of rapid change,

(45)
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coming on the heels of our national tragedy. In some ways this pe-
riod is similar to the aftermath of the EXXON-VALDEZ tragedy in
1989. As we attempt to respond to the tragedy of September 11, it
is clear that we must do more to protect our country from terrorist
attacks. This is especially true when you reflect on how vulnerable
our port communities are to further attack.

At the same time, we must not allow the events of September 11
to divert the Coast Guard away from their other core responsibil-
ities that loomed so large on September 10. The administration has
requested the largest increase in Coast Guard spending in history,
but I think it is important for us to ask what we are getting if we
are successful in fully funding the administration’s request, if we
are successful in providing this historic funding increase, the Coast
Guard’s level of increase at fisheries enforcement will barely in-
crease at all over this year’s level. In fact, their level of effort will
still be well below their level of effort from 3 years ago. This comes
at the same time when the Coast Guard has again failed to meet
its performance goal for keeping illegal foreign fishing vessels out
of U.S. waters.

If we are successful in providing this historic funding increase,
the amount of cutter hours, aircraft hours, and boat hours devoted
to marine environmental protection will actually go down from the
level expected for the current year. If we are successful in pro-
viding this historic funding increase, we will not see any substan-
tial increase in the Coast Guard’s level of effort at drug interdic-
tion. In fact, their level of effort will still be 25 percent below where
it was 3 years ago, and here again this plan is presented to us at
the same time that the Coast Guard has failed to meet its perform-
ance goal for seizing illegal drugs.

As much as I want the Coast Guard to respond fully to all of our
homeland security needs, the fact is, massive amounts of funding
are also being provided for this function to the Department of De-
fense, to the intelligence agencies, and to the Transportation Secu-
rity Administration, the DOT agency that is supposed to be respon-
sible for security in all transportation modes. We are even told the
Department of Defense will soon be appointing its own Commander
in Chief, or CINC, for Homeland Defense.

COAST GUARD TRADITIONAL MISSIONS

One thing I do know is, we cannot depend upon the Department
of Defense or Transportation Security Administration to conduct
fisheries patrols. We cannot depend upon them to inspect oil tank-
ers or respond to an oil spill. The Navy’s level of effort in maritime
drug interdiction is driven largely by whether they have ships
available. And even when they do conduct drug patrols, they gen-
erally require Coast Guard law enforcement detachments on board
to actually inspect and prosecute suspect vessels.

The tension between Homeland Security and the Coast Guard’s
traditional missions is perhaps starkest in my area of the country.
Puget Sound has many critical Department of Defense installa-
tions, and we are proud of all of them. Immediately after Sep-
tember 11, Coast Guard vessels traditionally used for search and
rescue were diverted to establish a 24-hour security zone around
those facilities and to escort Navy ships.
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In my home State of Washington, this shift came at a time of un-
precedented marine casualties, where 17 recreational boaters were
killed in boating accidents during the months of August and Sep-
tember alone. While I do not know if any of these deaths were
linked to the reprogram of Coast Guard small boats, I do know that
search and rescue must remain a primary and focused mission of
the Coast Guard. It took months for those search and rescue boats
to return to their normal stations. Only after I petitioned the Com-
mander in Chief for the Pacific Fleet, Admiral Fargo, did the Navy
expend its own efforts to guard its own assets.

COAST GUARD’S HOMELAND SECURITY ROLE

When the President submitted his supplemental request for the
Coast Guard, I doubled the amount of funding requested for Ma-
rine Safety and Security Teams so that the Puget Sound could
have its own Coast Guard unit to prosecute this mission without
diverting other Coast Guard units from their traditional missions.

No one wants to see the needs of the Coast Guard fully met more
than I do. When I think of the needs of the Coast Guard, I do not
think of Washington, D.C., I think of the seamen and petty officers
in Washington State. They deserve the best equipment and best
training that we can give them. They also deserve a humane work
week so they can conduct all their missions with excellence, not ex-
haustion, and so as we once again expend the Coast Guard’s efforts
in a critically important mission, I intend to make sure that it is
not done entirely on the backs of the hard-working Coast Guard
members in the field, and I also intend to make sure that the ex-
pansion of this mission is in balance with the continuing needs of
all other missions, and that all the appropriate Federal agencies
pay their fair share of the cost.

I will turn to Senator Shelby for his opening statement.

STATEMENT OF SENATOR RICHARD C. SHELBY

Senator SHELBY. Thank you, Madam Chairman, and again, wel-
come, Inspector General Mead and Admiral Loy, and Admiral Loy
for what may be, as the Chairwoman said, your final appearance
before this subcommittee. Admiral Loy, I do not want to miss this
opportunity to acknowledge your contributions to and your stew-
ardship of the Coast Guard. You are to be commended for your
service to the Coast Guard, Admiral, and to this Nation.

While we have not always agreed on tactics, priorities, or the
best way to accomplish the mission, we have always agreed, sir, on
the way to accomplish, always agreed on the need to support the
various missions of the Coast Guard, the need to recapitalize the
Coast Guard’s asset base, and to make the Coast Guard a meaning-
ful and attractive career choice for young Americans.

NATIONAL DISTRESS SYSTEM

While we have agreed on many, if not most issues facing the
Coast Guard, we do have healthy differences on how to address
some of those challenges. I would like to spend just a few minutes
on some of those differences. I am concerned that the Coast Guard
is trading away capability and coverage in the national distress
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system modernization program in order to trim costs after receiv-
ing contractor estimates that were three times Coast Guard projec-
tions.

The promise of this modernization was the capability to precisely
locate a boater in distress. Unfortunately, the Coast Guard seems
willing to trade that capability away and settle for just knowing in
what direction the distressed mariner is in. On top of that, the
Coast Guard’s own capital budget does not appear to fully fund
even this less capable system. My staff tells me that this procure-
ment appears to be underfunded by at least $110 million.

If we are going to do this modernization, and I believe we must,
Admiral, why would we buy a system that has coverage gaps and
dumbs down capabilities? Why would we want to give up on that
critical 911 life-saving feature when time is of the essence in an
emergency situation? Local police and fire officials have had that
capability since the seventies. Time has long passed for the Coast
Guard to have this capability as well.

The Inspector General’s recent report on National Distress Sys-
tem modernization concludes that we should develop a firm plan
before contract award. This is good advice, and the Coast Guard
should not delay in developing that plan. Unfortunately, the Na-
tional Distress System modernization system problems are a piece
of cake compared to the Integrated Deepwater System procure-
ment.

INTEGRATED DEEPWATER PROCUREMENT

For 4 years this subcommittee has expressed concern about the
risk inherent in the Coast Guard’s big bang procurement strategy
for Deepwater. We have questioned the affordability, the procure-
ment risk, the lack of exit strategies, the Coast Guard’s blind eye
to changing circumstances, and the impact that Deepwater’s fund-
ing has on other capital investments the Coast Guard must make
to maintain its capital plan, and we are at this critical point just
at the time when the administration is saying we have to do more
for Homeland Security, when the Congress is saying we cannot ne-
glect other missions, including Search and Rescue and Fisheries
Enforcement, and when the Inspector General is saying that the
National Distress System modernization is in danger of being un-
derfunded.

Madam Chairman, the Coast Guard’s capital numbers do not add
up, and it appears the Department is not reviewing and restruc-
turing the capital budget to accommodate the other internal chal-
lenges within the AC&I budget line and the changing cir-
cumstances since the attacks of September 11. To illustrate the
changing nature of the operational mission requirements facing the
Coast Guard, I would draw your attention to the two charts that
I have here.

Admiral, these charts should look familiar. They came from a
Coast Guard presentation about the nature of the threat and the
New Normalcy. The first chart depicts the position of Coast Guard
assets on 10 September. That pre-terrorist attack deployment can
be characterized as being in the transitional zone between brown
and blue water.
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The second chart depicts the redeployment of those assets a week
later to better meet the emerging threat. That chart shows Coast
Guard assets hugging America’s coastline, deployed almost exclu-
sively in the littoral zone, in brown water.

Many of you will recall the press pictures of Coast Guard cutters,
I believe it was a 378-foot cutter on-station on New York Harbor,
and more recently the substantial Coast Guard presence in New
Orleans for the Super Bowl. Both of these deployments were appro-
priate and necessary in light of the threat. The events of Sep-
tember 11, as graphically illustrated on the charts, dramatically
changed the Coast Guard’s mission profile. The capital budget re-
quest, as represented by Deepwater, does not reflect the change.

Madam Chairman, that is not the only problem with Deepwater.
Forget for a moment the disconnect between the mission profile
and the budget request. From my experience on this subcommittee,
the Department has struggled with large and complicated procure-
ments. Inspector General Mead could go on for hours about the
Boston Central Artery, the advanced automation system, WAS, and
plenty of other procurements.

My experience on other subcommittees leads me to believe that
this problem is not unique to the Department of Transportation.
The one conclusion we can draw is that the larger and the more
complicated the procurement, the more certain the overruns and
schedule slippages. Deepwater is already slipping, even though it
has not delivered anything but studies and internal machinations,
yet for the 4 year in a row we are being asked to appropriate a
blank check, this year for $500 million, and being asked to trust
an untried, unproven, and risky strategy.

In some situations, complexity and size are unavoidable, but not
here. Deepwater is basically four categories of procurements; ships,
aircraft, sensors, and communications systems. It is almost as
though someone sat around and asked what the most difficult and
risky way to capitalize the Coast Guard’s long-range assets would
be. Here it is.

But Madam Chairman, the problems do not end there. If you
combine funding projections for Deepwater and the National Dis-
tress System modernization, they consume 80 percent of the capital
appropriations for the next 5 years. If history is any guide, these
programs will consume an even greater portion of the capital budg-
et in the future, as their cost escalates.

CAPITAL PLAN

Deepwater is already squeezing out other capital projects. If you
take a look at the Coast Guard’s 5-year capital plan, you see that
the number of projects shrinks by more than 6 percent this year
alone. That includes the Coast Guard’s family housing appropria-
tion, which is not programmed for any funding in fiscal years 2004
and 2005. I know that that will come as a surprise to Secretary Mi-
neta and to the Coast Guard enlisted personnel.

The Coast Guard Magazine regularly highlights how important
improving Coast Guard housing is for retention and quality of life,
but this budget tells me that those issues get sacrificed at the altar
of Deepwater.
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Now, it is hard to envision cost escalations in Deepwater even be-
fore a contract award, but that is what the budget presents. After
multiple briefings characterizing Deepwater as a 20-year, $500-mil-
lion-per-year procurement, the capital plan now inflates future
funding.

To my knowledge, there is no other procurement line in the
transportation budget that gets COLA. This inflation adjustment
effectively robs all the other capital projects of an additional $292
million over the next 4 years. Why, then, is the Coast Guard un-
necessarily bundling these other four procurement categories and
ignoring changing circumstances, the warning signals and the
crowding out occurring in the AC&I budget? I wish I knew.

DEEPWATER

Simply put, the procurement strategy makes little sense and is
a black hole in the Coast Guard’s capital budget. There are many
reasons to be concerned about the Deepwater program. This pro-
curement was justified by a study. The law certifies that the Deep-
water and the National Distress System modernization are fully
funded within the capital plan. There is a tab for that certification
in the budget justification but no certification. The budget outyears
have been inflated, yet we still do not know what we are buying.
The law requires details on assets to be procured, but the budget
justification is nonresponsive.

Last year, this was a 20-year procurement. Now the Coast Guard
says it could last as long as 30 years, yet we are being asked to
appropriate another blank check, bringing the total to $890 million.
The responsible thing for Congress to do is to withhold further
funding for this program until it has been restructured to meet the
change in mission profile, restructured to meet other necessary
capital investment, and restructured to minimize the procurement
risk.

Now, in light of these complaints I know some will question my
commitment to modernizing the Coast Guard’s capital plant. Let
me repeat what I have said for the past 4 years as chairman and
now Ranking Member of this subcommittee: the Coast Guard needs
to modernize or replace its aircraft, communications equipment,
and especially its ships.

Our goal with these procurements and the rest of the Coast
Guard’s capital budget must be to optimize the mix of tools in the
hands of men and women of the Coast Guard. I would think that
we would take the extra time to get it right and to minimize the
risk to the taxpayer and the Coast Guard and the Department’s
other priorities. I stand ready to work with you, Madam Chairman,
and with you, Admiral Loy, to that end.

Thank you.

ADDITIONAL SUBMITTED STATEMENTS

Senator MURRAY. The following statements were received from
Senators Mikulski, Kohl and Durbin which will be inserted in the
record at this point.

[The statements follow:]
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PREPARED STATEMENT OF SENATOR BARBARA A. MIKULSKI

I would like to take this opportunity to welcome Admiral Loy and Mr. Mead. It’s
a pleasure to be here with you today to discuss the Coast Guard’s fiscal year 2003
budget request. You perform a wide array of missions that support our national se-
curity. I want to make sure you have what you need and to thank you for all that
you do every day. I would like to offer a special thanks to Admiral Loy for his al-
most 40 years of dedicated service to this country and his unfailing leadership of
the Coast Guard since 1998.

Our U.S. Coast Guard is one of the most efficient and effective of all Federal
agencies, performing essential missions that address national safety and homeland
security. The men and women of the Coast Guard put their lives on the line every-
day to save those who suffer calamities at sea, to apprehend drug and contraband
smugglers, to protect our fisheries and other marine resources, and to safeguard our
environment from oil spills and other hazards.

Each day the Coast Guard conducts 109 Search and Rescue missions. They also
seize over 169 pounds of marijuana and 306 pounds of cocaine, while responding to
20 oil or hazardous chemical spills, in their normal course of action.

And then came September 11. What happened that day was not simply an attack
against America, it was a crime against democracy, decency and humanity. Imme-
diately following the terrorists attacks, the U.S. Coast Guard responded quickly to
the Nations’s homeland security needs. They reprogrammed a significant number of
their assets to provide port security. The Coast Guard’s port security mission has
ex(}i)anded since 9/11 from 1-2 percent of daily operations to around 50-60 percent
today.

Maritime industries contribute $742 billion annually to our economy. This is es-
sential because 95 percent of America’s trade moves over water and we would be
crippled if there was an attack on our maritime commerce. Maritime borders of the
United States include 95,000 miles of open shoreline and 361 ports, including my
home state’s Port of Baltimore.

The Coast Guard was there when we called, and we need to ensure that they have
the assets to meet these new challenges. I want to ensure that the world’s best
Coast Guard is the world’s best equipped Coast Guard. And yet, we ask them to
operate a fleet of ships and aircraft that is one of the oldest in the world. Some of
their ships date back to WWII and many are quickly approaching the end of their
useful service lives. The Coast Guard’s fleet is technologically outdated, personnel
intensive, and increasingly expensive to operate and maintain. The Deepwater
project would replace these antiquated systems high and medium endurance cutters
and aircraft and the associated sensor and communications systems.

I am absolutely committed to the U.S. Coast Guard and to Maryland’s own Coast
Guard Yard at Curtis Bay, which serves as a core logistics facility that helps ensure
fleet readiness.

Admiral Loy, I look forward to working with you to address the Coast Guard’s
current and future readiness needs.

PREPARED STATEMENT OF SENATOR HERB KOHL

Thank you very much, Madam Chairwoman. Congratulations on becoming our
new Chair of the Subcommittee. I would like to thank Admiral Loy and Mr. Mead
for taking the time this morning to share their thoughts on the fiscal year 2002
Coast Guard budget request. The issues we are here to discuss are very important
to myself and the people of Wisconsin. The Coast Guard plays an essential role in
both safety and commerce, and I would like to take this opportunity to applaud the
work they have done in Wisconsin.

We all know that increased maritime commerce along with increased hostile
threats to our coastline will continue to pose serious demands on your ability to pro-
vide the service we as Americans are all proud of. We all also know that it is impos-
sible to meet those threats and demands of the future with a Coast Guard fleet from
the past. The wear and tear on your personnel and equipment have accelerated, re-
sulting in increased risks by having tired people operating obsolete equipment. We
as members of this Subcommittee will work with you to make sure that the Coast
Guard is positioned and equipped to effectively achieve your mission of protecting
the public, the environment, and U.S. economic interests in our waterways and
ports for the many years to come.

I look forward to hearing from you on how the fiscal year 2002 Budget request
for the Coast Guard takes us in the direction of modernization and increased readi-
ness. The Deepwater Project is an important component of that effort and I am in-
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terested to hear your comments on how you believe this project adds to your overall
modernizing strategy.

Again, thank you for your testimony this morning and I look forward to working
with this Subcommittee, and with the Coast Guard to continue our successes of the
past and prepare for future challenges both in Wisconsin and the rest of the coun-
try.

PREPARED STATEMENT OF SENATOR RICHARD J. DURBIN

Chairman Murray, thank you for holding this important hearing on the fiscal year
2003 U.S. Coast Guard budget. I would like to join you in welcoming Admiral James
M. Loy, Commandant of the Coast Guard, and Transportation Inspector General
Ken Mead.

I would like to take just a moment to thank Admiral Loy for his outstanding serv-
ice to our country and for his fine leadership of the U.S. Coast Guard. While we’ll
miss his presence and leadership in Washington, we wish him the best of luck in
retirement.

My opening statement is brief. I simply want to say thank you to the U.S. Coast
Guard. The Coast Guard has done excellent work under less-than-ideal cir-
cumstances. They rushed to protect our ports and other critical infrastructure in the
wake of September 11. And they have maintained their vigilance and dedication
through the highest state of alert since World War II.

Twice since September 11—in October and January—I have visited the men and
women of the Coast Guard in Chicago to thank them for their service and to hear
about the challenges they continue to face every day. In fact, the last time we got
together it was Super Bowl Sunday, with a foot of snow on the ground, and chilling
temperatures. But, as usual, the Coast Guard was doing its job and not complaining
about the cold weather or the increases in its duties. They are true professionals.

I believe the Great Lakes and the Chicago Lake Michigan shoreline are in good
hands. I'd like to publicly acknowledge Admiral James Hull and the leadership of
the Chicago MSO. I look forward to my continued work with them.

Chairman Murray, thanks to this Subcommittee and the fiscal year 2002 con-
ference report, Chicago will soon see a rebuilt U.S. Coast Guard marine safety and
research station near Navy Pier. This project has the potential to significantly im-
prove public safety and law enforcement by rebuilding an old, unused station and
by facilitating cooperation among local, State, and Federal marine safety authori-
ties. I look forward to officially opening the station in the near future.

Of course, one of the regional challenges remains attracting a full-time USCG hel-
icopter search and rescue team in the Chicagoland area. There’s a long history here.
Up to this point, a solution has eluded us. But, together with the Coast Guard, City
of Chicago, State of Illinois, and the Illinois Congressional Delegation, I'm confident
we can come to an agreement that will improve safety and help give boaters and
other users of southwestern Lake Michigan peace of mind.

I would also like to put in a plug for the EJ&E railroad bridge near Morris, Illi-
nois. This bridge is one of the most frequently hit in the country and has been iden-
tified as needing major alteration. This Subcommittee has provided nearly $7 mil-
lion over the last 3 fiscal years toward the EJ&E railroad bridge’s reconstruction
and included some very specific instructions to the Coast Guard. I hope the Coast
Guard will proceed with this important alteration project to ensure the Illinois River
remains safe and navigable.

I look forward to working with the U.S. Coast Guard on homeland security, these
Illinois projects, and the Integrated Deep Water System program in fiscal year 2003
and beyond.

Thank you, Chairman Murray, for scheduling today’s hearing.

Senator MURRAY. Thank you very much, Senator Shelby. We will
now turn to Admiral Loy for his opening statement.

STATEMENT OF ADMIRAL JAMES M. LOY

Admiral Loy. Thank you very much, Madam Chairman. Good
morning to the distinguished members of the subcommittee. It is
a pleasure to appear before you today to discuss the Coast Guard’s
fiscal year 2003 budget request and its effect on the essential daily
services we provide the American public and, I might say, across
the full range of the mission profile that both you and Mr. Shelby
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have mentioned already this morning, but I think my first respon-
sibility today is to thank you, Madam Chairman, for your personal
effort and for that of the committee membership and staff during
the post 9/11 period when the Transportation Appropriation for
2002 and the fall supplemental was being negotiated.

SUPPLEMENTAL FUNDING

I am especially pleased with the structure of the $209-million
supplemental as it reflected not only the immediate maritime secu-
rity requirements, including paying reservists called to duty, but
also the 1% years of the fiscal year 2002 National Defense Author-
ization Act exposure. That effort has enabled us to put the full ca-
pability of the Coast Guard into the war on terrorism. You were
there when we needed you, and I am very grateful for that.

Working with Secretary Mineta and the Department of Transpor-
tation, the Coast Guard’s fiscal 2003 budget first and foremost rep-
resents significant increases to address our Homeland Security re-
sponsibilities. We are in a resource crisis to stand up the perma-
nent capability to deal with our maritime security challenges, and
this budget addresses it strongly, as you have suggested in your
opening statement, and when the President said the budget being
sent to the Congress has the largest increase in spending for Coast
Guard in our Nation’s history, our ports, waterways, and coastal
security are the focus of that increase.

Last year, I talked about the Coast Guard’s multiyear plan to
transform our organization by restoring our readiness and shaping
our future to enable the Coast Guard as a multimissioned maritime
military organization to adapt to the need of our Nation. We should
be applauding the accomplishments of this organization on the oc-
casion of 9/11. Those charts that Senator Shelby reflected rep-
resented the very key aspect of what we do best for America. We
shift gears when necessary to go to the Nation’s primary need, and
we adjust accordingly in the aftermath of that shift that the Nation
requires.

This budget also methodically continues that strategic effort and
also concentrates on our efforts to rebuild our Search and Rescue
program, a clear administration and congressional priority and, I
might add, one of my own. All these intentions were shocked by the
future that arrived unannounced on September 11 of last year. The
transformation that we had designed occurred sooner, faster, and
with greater force than we might have anticipated, but it did not
alter our fundamental vision, and we must continue that trans-
formation. As we bolster the foundation of our service, we will si-
multaneously enhance our increased maritime homeland security
capabilities.

MARITIME SECURITY

Madam Chairman, I will make just brief comments about four
items that I believe frame this budget. First, maritime security.
The Coast Guard, with strong support from Secretary Mineta, from
Governor Ridge and from the President, has developed five key
goals which, when met, will radically improve the security of our
Nation’s ports and waterways. This fiscal 2003 budget will make
significant strides towards those five goals, and they are simply to
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build Maritime Domain Awareness in our ports and waterways and
the approaches to this Nation, to control the movement of high-in-
terest vessels, to enhance our presence on our waterways, to pro-
tect critical infrastructure, and especially with respect to Coast
Guard force protection, and to use outreach both at home and
abroad to create an all-hands evolution, because it is there and
only there that we will actually realize the greater security profile
we need. Much of this budget focuses on accomplishing those goals.

SEARCH AND RESCUE PROGRAM

Secondly, our search and rescue program. This committee fo-
cused on our SAR program last year, and I want to report back
that I was listening very carefully. The enacted 2002 budget and
the supplemental in the 2003 request are systematic steps in the
5-year plan that we have developed and that we have spoken with
you about. We just recently offered a very significant review of that
plan to the Inspector General’s staff, and my feedback from Mr.
Mead is that they were very pleased with that report.

More importantly, clear capability improvements, significant
head count additions, solid training investments, and very real
equipment and technology improvements have been made and will
continue to be made in the 2003 budget and the following years
thereafter.

NATIONAL DISTRESS MODERNIZATION

Third, the National Distress Response System Modernization
Project. This project will modernize the capital infrastructure that
enables effective safety and security response capability. Many call
it our maritime 911 system, and it is that and more. This budget
seeks $90 million to accelerate the project. As this committee re-
quested, there seems to be three areas of concern here: (1) did we
eliminate some kind of important capabilities in the phase 2 re-
quest for proposal which went on the street, (2) will there still be
coverage gaps associated with our new system, and 3, is our ad-
justed standard for system restoration from a 6 to 24-hour stand-
ard a reasonable one in the wake of what might be a hurricane
that goes by and topples towers?

Well, we have spent an awful lot of time on these three and
many other questions as the requirements were being modified,
and the real RFP for phase 2 was issued just last week. I believe
we made very solid, cost-effective decisions on each one of those
questions. The new system is enormously important not only for
search and rescue, but as the command and control system for all
of our missions, including maritime security. We are on track to
complete the system by the fourth quarter of 2006, as directed by
the Congress, and I welcome your questions with regard to any of
those three issues.

INTEGRATED DEEPWATER

Fourth and last, the Integrated Deepwater System. On his recent
trip to Portland, Maine, President Bush said, we must make sure
our Coast Guard has a modern fleet of vessels, and the Congress
has helped us move in that direction. It has been a long and, yes,
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tortuous path to make sure we are doing this the right way. We
have reached out time and time again to get advice and counsel
from experts. We are now only a few months away from an award.
We are on track with forward-thinking, and strongly applaud that
acquisition strategy.

Last year, Senator Shelby cautioned us to be meticulous, to be
methodical, and not to rush to a decision, and we have done that
and more. At the request of the Office of Management and Budget,
the Acquisitions Solutions Incorporated Company conducted a full,
independent review of the Integrated Deepwater System phase 2
RFP. It did delay our time line, but I believe it was time well-
spent, because we got the 15th or 20th or however many times you
want to count it affirmation that the acquisition strategy was, in
fact, right on target, exactly what this project deserved, with the
attention being spent to it being right on track.

The review concluded that the project was well-conceived, well-
developed, and well-managed. They strongly supported the acquisi-
tion strategy and said they felt the Integrated Deepwater System
would become a model of performance-based success for others in
Government to emulate in the future.

As we speak, our team is reviewing the three proposals offered
to the RFP. We remain ready to award in the third quarter of fiscal
2002. This budget supports the next step. IDS will provide capa-
bility across all mission areas, including maritime security. It is
the right project whose time has come, and we should move for-
ward on it aggressively immediately.

Madam Chairman, my written statement closes with a quote
from the President. He said, quote, I saw how the Coast Guard has
responded after 9/11, and I know how important the Coast Guard
is for the safety and security and the well-being of our American
citizens, close quote. I am enormously proud of what every member
of my service has been doing before and after 9/11, and our great
strength is our multimission capability and the inherent adapt-
ability to shift focus to the Nation’s immediate maritime needs.
That is what we did on 9/11. This budget will underpin this capa-
bility in fiscal year 2003.

PREPARED STATEMENT

Madam Chairman, I have provided to the staff a small folder of
the copies of the slides that were provided and, if there is any
value to them through the course of the hearing, I offer you those
to note along the way, as we discuss these issues.

Thank you, Madam Chairman, and I look forward to your ques-
tions.

[The statement follows:]

PREPARED STATEMENT OF ADMIRAL JAMES M. Loy
INTRODUCTION

Good morning, Mr. Chairman and distinguished members of the Subcommittee.
It is a pleasure to appear before you today to discuss the Coast Guard’s fiscal year
2003 budget request and its impact on the essential daily services we provide the
American public.

Working with Secretary Mineta and the Department of Transportation, the Coast
Guard’s fiscal year 2003 budget first and foremost represents significant increases
to address our Homeland Security responsibilities. When the President said, “the



56

budget [being sent] to the United States Congress [has] the largest increase in
spending for the Coast Guard in our Nation’s history” our ports, waterways, and
coastal security are the focus.

Last year I talked about the Coast Guard’s multi-year plan to transform our orga-
nization by Restoring Our Readiness and Shaping Our Future to enable the Coast
Guard, as a multi-missioned, maritime, military organization, to adapt to the needs
of our Nation. This budget also methodically continues that strategic effort and also
concentrates on our efforts to rebuild our Search and Rescue program, a clear Ad-
ministration and Congressional priority. All these intentions were changed on Sep-
tember 11 of last year. The transformation that we had designed occurred sooner,
faster, and with greater force than we might have anticipated but it did not alter
our fundamental vision—we must continue that transformation. As we bolster the
foundation of our service, we’ll simultaneously enhance our increased Maritime
Homeland Security capabilities.

TRANSFORMING OUR ORGANIZATION

The Coast Guard achieves its flexibility and strength through its military dis-
cipline, multi-mission character, and civil law enforcement authority. This unique
authority and flexibility in operations allows our organization to shift our resources
rapidly from one priority to another, often in a matter of minutes.

Our mission profile is different than planned a year ago. At that time, Marine
Safety was allocated 14 percent of our mission portfolio including the Coast Guard’s
traditional Port Safety and Security efforts. In the days and weeks following the ter-
rorist attacks, we dedicated over half of all Coast Guard resources to Maritime
Homeland Security-or as we now refer to it-Ports, Waterway, and Coastal Security.
In fiscal year 2003, our traditional Marine Safety activities coupled with the re-
sources dedicated to Ports, Waterways & Coastal Security represent a very signifi-
cant 27 percent of our Coast Guard resources.

Our Maritime Transportation System (MTS) is both valuable and vulnerable. The
MTS includes waterways, ports, intermodal connections, vessels and vehicles. The
Maritime Transportation System moves 95 percent of the Nation’s overseas trade
accounting for nearly $1 trillion in GDP. Protecting America from terrorist threats
requires constant vigilance across every mode of transportation: air, land and sea.
The agencies within the Department of Transportation, including the U.S. Coast
Guard, the Maritime Administration (MARAD), and the Transportation Security Ad-
ministration touch all three modes of transportation and are cooperatively linked.
The vast majority of the cargo handled by this system is immediately loaded onto
or has just been unloaded from railcars and truckbeds, making the borders of the
U.S. seaport network especially vulnerable. The Coast Guard, with strong support
of Secretary Mineta, has developed five key goals, which when met will protect and
ensure the safety of our Nation’s waterways and ports, as well as maintain and in-
crease public confidence in the Maritime Transportation System. In fiscal year 2003
the Coast Guard will make great strides in addressing these five goals:

Build maritime domain awareness.—The United States must have an awareness
of all vessels—with their cargo and crew along with associated risk profiles- that
operate to and from our ports, or transit our coastal waters. We will complete Port
Vulnerability Assessments for the Nation’s 50 most critical ports. There are also ap-
proximately 300 personnel and $88 million requested to establish intelligence fusion
centers for the collection, analysis, and sharing of intelligence information. The ini-
tiatives in this component of our have the potential to significantly reduce security
risks while allowing better decision making and allocation of security resources.

Ensure controlled movement of high interest vessels.—High interest vessels include
any vessel that could be used as a weapon of mass destruction and vessels carrying
a large number of passengers (i.e. Liquefied Natural Gas carriers, chemical tankers
and cruise ships). These vessels must be identified, and possibly boarded and in-
spected by Coast Guard personnel well offshore before a possible threat could cause
harm to our Nation’s ports or people. This budget supports 160 Sea Marshals for
armed escort of High Interest Vessels and provides the resources to increase on-the-
water patrols for all 49 Captains of the Port zones.

Enhance presence and response capabilities.—Increased presence has great value
as a deterrent and if a potential threat has been identified, the Coast Guard needs
the capability to detect, intercept and interdict it, preferably on the high seas, using
a layered defense of major cutters, patrol boats, and maritime patrol aircraft. Such
action will effectively disrupt a terrorist’s planned chain of events and prevent a
possible catastrophic terrorist attack well before it threatens our shores. This budget
completes building a total of 6 Maritime Safety & Security Teams with nearly 500
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active duty personnel. It will also add 26 more Port Security Response Boats and
staffing for small boat stations.

Protect critical infrastructure and enhance Coast Guard force protection.—The
Coast Guard must take measures to ensure protection of our personnel, physical
plant, and, consistent with the Administration’s Critical Infrastructure Protection
Program, information technology capabilities. The threats posed are wide and var-
ied, and require considerable actions to safeguard the Coast Guard’s people and re-
sources. $51 million is requested for Anti-Terrorism/Force Protection—with specific
enhancements to physical infrastructure, cyber-security, personal protective equip-
ment, and firearms and ammunition.

Increase domestic and international outreach.—Addressing security risks in the
maritime environment is an “all-hands” affair. It will require partnerships and stra-
tegic relationships at home and abroad. To help build this security network, the
Coast Guard will require robust security plans, including plans for commercial ves-
sels, offshore structures, and waterfront facilities. These plans will address access
control, credentialing of waterfront employees, and physical and other security
issues. Coast Guard Captains of the Port, in concert with all other port stake-
holders, will prepare anti-terrorism contingency plans. All of these plans will be ex-
ercised periodically. The Coast Guard will continue to work with the International
Maritime Organization to align international activities and improve security. The
budget proposes 111 contingency response planners for worldwide seaport infra-
structure security.

RESTORING OUR READINESS

We must also continue our multi-year, phased efforts to restore readiness as we
strive to establish equilibrium to sustain our “new normalcy.” We must attend to
traditional operations and perform appropriate training, maintenance and adminis-
trative work, while maintaining surge’ capacity for emergency operations. We must
ensure adequate levels of training, maintenance, and other support resources are in
place to achieve the full measure of output from our ships, aircraft, and shore facili-
ties.

Search and Rescue (SAR).—The Coast Guard remains the sole government agency
that has the expertise, assets, and around the clock, on-call readiness to conduct
Search and Rescue operations in all areas of the maritime environment. Through
education, regulation, and enforcement efforts, as well as SAR operations, the Coast
Guard strives to reduce fatalities, injuries and property loss at sea. Annually, the
Coast Guard responds to approximately 40,000 calls for assistance. In fiscal year
2001, the Coast Guard saved over 84 percent of all mariners in distress; over 4,100
lives.

The Coast Guard has undertaken a multi-year effort to improve our readiness at
our small boat stations where many of the search and rescue cases take place. We
added 67 personnel for back-up safety boat crews and tower watches at our surf res-
cue stations in fiscal year 2001. This year the Coast Guard is adding nearly 200
personnel to small boat stations and command centers. Additionally, we are opening
a formal school for training Boatswain’s Mates and establishing traveling small boat
training teams, ensuring that our personnel have critical skills required to success-
fully carry out search and rescue missions. Personal protective clothing inventories
have been enhanced to protect our crews from the harsh environment. This effort
continues in fiscal year 2003 by adding another 174 personnel to our small boat sta-
tions to reduce the work hour requirements and enhance the retention of our front
line personnel.

The National Distress & Response System Modernization Project (NDRSMP).—In
addition to adding personnel to our emergency response system, we are making
major commitments to the capital infrastructure that enables effective safety and
security response capability. The Coast Guard is underway with a major re-capital-
ization of the Nation’s “Maritime 911 System.”

The National Distress & Response System Modernization Project will update our
1970’s technology to an integrated communications network that will greatly in-
crease detection and localization of distress signals, eliminate known radio coverage
gaps, and enhance Coast Guard command and control capabilities across all mission
areas, including homeland security, on the Nation’s inland and coastal waterways.
This budget will fund the initial installation of NDRS equipment and networking
%t six of the Coast Guard’s Group regions along the Atlantic, Gulf, and Pacific

oasts.

Human Capital.—Our personnel remain our organization’s most valuable re-
source. It is their hard work and dedication that have enabled the Coast Guard to
adapt to evolving missions and changing operational environments. The Coast
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Guard’s motto of Semper Paratus—always ready—is more a statement of our peo-
ple’s mindset than of the capabilities of our physical assets.

At his State of the Union address, President Bush emphasized the commitment
of men and women in uniform to provide for our Nation’s security and safety. He
said, “Our men and women in uniform deserve the best weapons, the best equip-
ment, the best training—and they also deserve another pay raise.” This budget re-
flects the President’s desires.

SHAPING OUR FUTURE

We must also plan the U.S. Coast Guard’s future now. The ability to anticipate
and respond to new threats, risks, demands and opportunities is critical to our suc-
cess.

The Integrated Deepwater System.—Of the 39 Navies throughout the world, the
U.S. Coast Guard has one of the oldest. With great support from the Department
of Transportation and the Administration, we’re ready to move forward with our
plans to recapitalize and upgrade our deepwater assets. During his recent trip to
Portland, Maine, President Bush said we “. . . must make sure our Coast Guard
has a modern fleet of vessels.” Providing capability across all mission areas, our
Deepwater assets are vital to the layered defense and response for Maritime Home-
land Security. Deepwater is key to ensuring the Coast Guard can continue to fulfill
all our missions and essential in providing a high level of “maritime domain aware-
ness.” This budget fully funds the first full year of $500 million for this critical pro-
gram.

CONCLUSION

The President’s fiscal year 2003 budget provides immediate capability for our
Homeland Security responsibilities and continues to build upon past efforts to re-
store service readiness and shape the Coast Guard’s future. The budget also dem-
onstrates unwavering support for both the Deepwater project and National Distress
and Response System Modernization Project (NDRSMP). The end result of the
President’s fiscal year 2003 budget will be a more capable Coast Guard that is cor-
rectly positioned for transformation into the Coast Guard of the 21st century.

I close with a quote from our Commander in Chief as he reflected on the Coast
Guard’s efforts as of late. “I saw how the Coast Guard has responded after 9/11 and
I know how important the Coast Guard is for the safety and security and the well-
being of our American citizens.

This is a fine group of people, who don’t get nearly as much appreciation from
the American people as they should. And I'm here today [Jan 25, 2002] to say
thanks, on behalf of all the citizens who appreciate the long hours you put in, the
daring rescues you accomplish and the fine service you provide to our country. Oh,
yes, we're on guard in America.”

Protecting our ports, waterways, and coastal regions, saving mariners in distress,
interdicting illegal migrant and seizing drugs, or protecting our fisheries—With this
budget the Coast Guard will be there to answer the call. . .

Semper Paratus

STATEMENT OF HON. KENNETH M. MEAD

Senator MURRAY. Mr. Mead.

Mr. MEAD. Thank you, Madam Chair, Senator Mikulski, Senator
Stevens. I want to start by saying that we have delivered to the
Majority and Minority our report of yesterday to the Appropria-
tions Committees and the Department’s overall budget, and so you
have that for the record.

I also want to start out by saying that this is probably the last
hearing that I will be joining jointly with the Commandant here,
and I wanted to say on a personal note that I have learned a lot
from Admiral Loy. The country has a lot to thank him for, and his
leadership, and just speaking as the Inspector General, it is always
important in our relationships with the agency heads that they be
respectful of the independence of the Inspector General, be solic-
itous of the Inspector General’s views, and responsive to the rec-
ommendations, and I feel on every one of those counts that Admi-
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ral Loy and the Coast Guard under his leadership should get five
stars, and I hope he goes on to serve the country in some other ca-
pacity.

Now, to the testimony. As you recall, last year at this time the
big budget drivers were Deepwater, the Search and Rescue Pro-
gram, and the Distress System, and to maintain the Coast Guard’s
core missions. We were not talking about beefing up the security
mission, and so this year you have the security mission overlaying
the Coast Guard’s budget, and what I would like to talk about
today is the Coast Guard’s overall budget request, the Coast
Guard’s response to our search and rescue report, which outlined
deficiencies, the Deepwater capability, the Deepwater capability re-
placement project.

NATIONAL DISTRESS SYSTEM

That is all the Coast Guard’s assets that operate 50 miles and
out afloat and airborne, and as well as the overhaul of the National
Distress System. That is rather like a 911 system where mariners
in distress can call the Coast Guard and, of course, it is inex-
tricably intertwined with the search and rescue program, so I think
this is a real critical year for the Coast Guard. It has got to take
actions to adjust its missions in the wake of 9/11, and it simulta-
neously has to serve all its other missions, and simultaneously em-
bark on what is the largest and most expensive acquisition in its
history.

At the same time it is doing this, it has to resolve serious weak-
nesses in its Search and Rescue Program and begin overhauling
that National Distress System. We feel that the Coast Guard is fac-
ing a number of big uncertainties about its mission requirements,
how it is going to execute major acquisition projects, and control
costs. We think the Coast Guard is probably at a point where they
ought to invest in a cost accounting system, because you have a
pretty big budget plus-up, a lot of big endeavors moving out at the
same time, and you are going to want to know how much money
is going to each and what we are getting for it.

The Coast Guard’s budget seeks an increase of $1.6 billion. That
will move the budget from $5.7 billion to $7.3 billion. I think it is
important to note, though, that really about three-quarters of that
budget increase is for retirement, pay entitlements such as cost of
living increases, and things of that nature, and so you are really
left with about a $500 or $600 million actual increase.

The Coast Guard is striving to balance its missions for fiscal
2003, and it plans to dedicate between 25 and 28 percent of its re-
sources to security and port safety. That is roughly twice what the
Coast Guard was applying to those areas last year—that is, before
9/11—and it views the 2003 budget request as the initial phase of
a 3-year plan to enhance its homeland security missions. What is
not clear to us is if the Coast Guard intends to request additional
increases in 2004 and 2005 to support that plan.

SEARCH AND RESCUE

A second point concerns the Search and Rescue Program. Admi-
ral Loy is right, they have pulled together a plan that I think is
fairly robust. My staff was very impressed with it, and we reported,
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of course, last year that the search and rescue program was really
in need of repair. It was declining because it did not have enough
qualified people. It did not have a formal training program for its
staff, and the equipment was in a state of disrepair, so the Coast
Guard has developed this plan.

You provided a $14.5 billion plus-up, the budget request another
plus-up, and I think, as you all know, the Inspector General has
been directed to make a certification that that money has been
used to supplement, not supplant the baseline expenditures that
were being made in 2001 for search and rescue.

You should know that the small boat stations, which are the
folks that do the search and rescue, are also doing port security,
and we have not been out on the audit trail since 9/11 long enough
to be able to quantify the extent to which they are trying to mix
those missions, but we do know that the search and rescue people
are operating—their operating tempo for port security has gone
way up, and if you will recall the numbers I gave you last year on
what they were performing just for search and rescue, you won-
dered how they could fit any more hours in the day.

NATIONAL DISTRESS AND RESPONSE MODERNIZATION

I would like to cover major acquisition projects. The Coast Guard
is approaching an important crossroads in the National Distress
and Response System Modernization and the Deepwater capability
projects. Both projects involve multiyear contracts. They both have
long-term funding requirements. The Coast Guard expects to
award contracts for both projects later this year. The budget seeks
about $590 million for those projects combined.

There are some significant uncertainties in these projects that I
think you will have resolved, or you should expect to have resolved
later this year. For Deepwater, this is the second year the Congress
has been asked to appropriate money for it without a detailed cost
and schedule estimate, and that is attributable to the procurement
strategy they are following, so that right now I cannot tell you ex-
actly what assets will be modernized or replaced and when, and at
what cost. We should be able to tell you that later this year, after
the contractor is selected, which I think is in the third quarter.

Also, last year at this time we thought that the time line for the
Deepwater acquisition would be 15 or 20 years. Now, we are not
sure that 15 or 20 years is solid, and it may go to 30 years, so we
would like to know more about the time line for that acquisition.

In the National Distress Response System, which I said is a 911
system for mariners in distress, I would like to use a chart. Actu-
ally, this is the same chart I used last year. You remember the lit-
tle dots. The different colors on the dots just indicate they are in-
tended to signify the amount of nautical miles that are areas off
the coastline where people can call 911 for the Coast Guard and
they will not get an answer.

I call them dead phones, or gaps, and the different colors indi-
cate, as I said, in different nautical miles—for example, the red is
6,100 square nautical miles of gap. Where you have the yellow up
there in Alaska you have 800 or more square nautical miles with
lack of coverage, and the specifications that the Coast Guard is
now seeking for the National Distress System will get rid of 90 per-
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cent of those dots. The problem is that until they select a con-
tractor, I cannot tell you which dots are going to disappear.

Also, we are concerned about the repair time. Initially, the speci-
fication was for a 6-hour repair time, and now the specification
seems to have crept up to 24 hours, which seems like a long time
to be in distress if you have to place a 911 call, but I do want to
make clear to the committee that the replacement of the National
Distress System that the Coast Guard is proposing is a vast im-
provement over what we have now, but I would like to see all of
those gaps or dead zones closed.

PREPARED STATEMENT

And I would like to see the repair time reduced very substan-
tially, and I understand if you have a hurricane you are probably
going to need 24 hours or more to replace those antennas, but
there are other reasons a system goes down, and I think for the
range of reasons that a system may go down, that we really ought
to reduce the time required to make repairs.

I think I will just proceed to Q and A’s, if that is okay.

[The statement follows:]

PREPARED STATEMENT OF KENNETH M. MEAD

Madam Chairwoman and Members of the Subcommittee: We appreciate the op-
portunity to discuss Coast Guard’s budget and management issues. We have identi-
fied balancing Coast Guard’s missions and budget needs in light of post September
11 priorities as 1 of the top 10 management challenges in the Department of Trans-
portation.

The Coast Guard is seeking a significant increase in its budget to be able to deal
with an expanded security mission, perform its other major missions, and proceed
with an extraordinary set of important major acquisitions. The budget will increase
from $5.7 billion in fiscal year 2002 to $7.3 billion in fiscal year 2003. There are
currently a number of uncertainties about Coast Guard mission requirements, how
it will execute major acquisition projects, and control costs. Coast Guard needs an
effective cost accounting system that meets Federal accounting standards to provide
a basis for accurately measuring the costs of specific activities and making decisions
about where to apply resources.

My testimony today will address three areas.

First, the Budget Request for 2003.—Coast Guard is seeking an increase of $1.6
billion for fiscal year 2003. The largest portion of the increase is $736 million for
a required payment to Coast Guard’s military retirement fund. Two other cat-
egories, operating expenses (up by $733 million) and acquisitions (up by $92 mil-
lion), account for most of the remaining increase. The increase in Coast Guard’s op-
erating capacity is not as large as the increase in operating expenses makes it ap-
pear. About half of the operating expenses increase will pay for entitlements and
other inflationary adjustments and not add to operating capacity. The other half of
the increase will fund the operation of new assets, such as seagoing buoy tenders
and coastal patrol boats, continue increased security operations begun after Sep-
tember 11, and fund new security operations.

Immediately after September 11, Coast Guard devoted 58 percent of its resources
to port safety and security, while deployment to other core missions fell. For fiscal
year 2003, Coast Guard plans to dedicate 27 percent of its resources to port safety
and security programs. This is roughly twice the amount that Coast Guard planned
to dedicate to these missions for fiscal year 2002 prior to September 11. The relative
amount of resources Coast Guard plans to devote to drug interdiction and fisheries
enforcement in fiscal year 2003 is expected to decrease from planed fiscal year 2002
levels. Coast Guard views its fiscal year 2003 budget request as the initial phase
of a 3-year plan to enhance its homeland security missions while still conducting
other diverse missions that remain national priorities. It is not clear to us if Coast
Guard intends to request additional increases in fiscal years 2004 and 2005 to sup-
port this plan.

Second, the Search and Rescue program.—Last year we reported that the readi-
ness of the Coast Guard’s small boat station search and rescue program was declin-
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ing because it did not have sufficient numbers of qualified personnel, a formal train-
ing program for key staff, and equipment that was up to standards. Coast Guard
developed a strategic plan to improve readiness and the Congress provided $14.5
million for fiscal year 2002 for added search and rescue program personnel and
equipment. We have been directed to audit Coast Guard’s use of these added funds
and certify that the $14.5 million supplements and does not supplant Coast Guard’s
level of effort in this area in fiscal year 2001. The fiscal year 2003 budget proposal
seeks $22 million to follow through on Search and Rescue program enhancements
such as adding crew members to the 47-foot motor life boats and procuring small
search and rescue boats.

Small boat stations are also playing a key role in port security activities since
September 11. More than half of all station hours are devoted to port security, and
operating tempo has increased significantly. Given the emphasis on security mis-
sions, it is unclear whether Coast Guard has implemented its plan to address the
Search and Rescue program deficiencies we identified. As part of our audit to certify
the use of fiscal year 2002 funds, we will determine the status of Coast Guard ac-
tions to address the deficiencies identified in our prior audit report.

Third, Major Acquisition Projects.—The fiscal year 2003 budget seeks $590 mil-
lion for Coast Guard’s two largest acquisition projects, the Deepwater Capability Re-
placement and the National Distress and Response System Modernization. Both
projects are critical to improving Coast Guard’s operations, but both also have sig-
nificant uncertainties that the Subcommittee should expect to see resolved this fis-
cal year.

—Deepwater.—This is the second year that the Congress is being asked to appro-
priate procurement funding for the Deepwater project without a detailed cost
and schedule estimate. If the Congress appropriates the $500 million Coast
Guard is seeking for 2003, it will have $790 million available for the procure-
ment phase of the project. Given the acquisition approach that Coast Guard is
using, reliable estimates that describe what assets will be modernized or re-
placed, at what cost, when that will occur, and when funding will be required,
will not be available until after a contractor is selected. The selection is cur-
rently scheduled for the third quarter of fiscal year 2002.

Another area of uncertainty is how long the project will take to complete. Al-
though Coast Guard originally stated this would be a 20-year project, the re-
quest for proposals states that the performance period for the contract could be
up to 30 years. It is not clear to us whether this means that (1) previously
planned annual funding levels will remain the same and result in increased
cost, or (2) the planned annual funding levels will be spread out and reduce the
level of funding required each year.

—National Distress and Response System (NDS).—Coast Guard has increased its
estimate for the NDS project—the 911 system for mariners in distress—from
$300 million to $580 million and it is seeking $90 million in the fiscal year 2003
budget to begin procurement. If the Congress appropriates the $90 million
Coast Guard is seeking for fiscal year 2003, it will have $125 million available
for the procurement phase of the project.

The current system has many deficiencies including more than 88 commu-
nication coverage gaps, totaling 21,490 square nautical miles along the U.S.
coastline where Coast Guard cannot hear mariners. The revised system will
provide a significant improvement over the existing system.

However, we are concerned that Coast Guard reduced or eliminated capabili-
ties in the revised system that it initially considered essential. This occurred
because Coast Guard reduced performance specifications after contractors esti-
mated that a system meeting Coast Guard requirements would cost more than
$1 billion. As a result of the reduced performance specifications, the revised sys-
tem will still contain gaps in communication coverage. Because the acquisition
strategy being used on NDS is following the same approach as that used on
Deepwater, the number, size, and location of the gaps will not be known until
a contractor’s system is selected. Also, the time allowed to restore critical func-
tions, if the system becomes unavailable, has been increased from 6 to 24 hours.
However, at some time in the future, Coast Guard may have to upgrade the sys-
tem to provide some or all of the capabilities that were to be provided by the
$1 billion system. We have recommended that Coast Guard develop an acquisi-
tion plan that includes cost and schedule estimates for upgrading the system
to provide these capabilities.
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COAST GUARD’S BUDGET REQUEST REPRESENTS A 27.6 PERCENT INCREASE

Coast Guard’s fiscal year 2003 budget request seeks an increase of $1.6 billion or
27.6 percent over the fiscal year 2002 budget. As shown in the following table, most
of the increase is in three categories: operating expenses; acquisition, construction,
and improvements; and military retirement fund payment.

COMPARISON OF COAST GUARD’S FISCAL YEAR 2002 BUDGET WITH ITS FISCAL YEAR 2003
BUDGET PROPOSAL

' Fiscal year 2003
FlscaelngﬁgdZOOZ Islc’argi;(?:eétt's Change Percent change
Operating Expenses $3,902,679 $4.635,268 $732,589 18.8
Acquisition, Construction and Improvements (AC&I) ... 643,900 735,846 91,946 143
Environmental Compliance and Restoration ................ 17,181 17,286 105 0.6
Alteration of Bridges 15,466 0 — 15,466 —100.0
Retired Pay 876,346
Coast Guard Military Retirement Fund 889,000 12,654 1.4
Reserve Training 100,251 112,825 12,574 12.5
Research, Development, Test and Evaluation .............. 21,077 23,106 2,029 9.6
Qil Spill Recovery 61,200 61,200 0 0.0
Boating Safety 64,000 64,000 0 0.0
Gift Fund 80 80 0 0.0
Sub Total 5,702,180 6,538,611 836,431 14.7
Payment to Coast Guard Military Retirement Fund ... | .oooooeveeirecinnnes 736,000 736,000 N/A
Total 5,702,180 7,274,611 1,572,431 27.6

The increase includes approximately $736 million for payment to Coast Guard’s
military retirement fund consistent with legislation proposed in October 2001 by the
Administration. The $736 million will fund the future retirement benefits of current
Coast Guard uniformed personnel. The $889 million funding item in the above table
for the Coast Guard Military Retirement Fund finances payments to existing retir-
ees.

Acquisition funding would increase by $92 million (14 percent) to $736 million.
This includes $500 million for the Deepwater project, and $90 million for the NDS
project.

The fiscal year 2003 budget request seeks $4.6 billion for Coast Guard operations,
a $733 million (19 percent) increase over fiscal year 2002. About half of the increase
will fund entitlements such as pay raises, increased health care costs, and other in-
flationary adjustments. The other half of the increase will fund the operation of new
assets (such as seagoing buoy tenders and coastal patrol boats), continue increased
security operations begun after September 11, and fund new and enhanced oper-
ations including port security. Funding for new security initiatives includes $48 mil-
lion for marine safety and security team; $19 million for maritime escorts and safety
patrols; $60 million for enhanced communications, information, and investigations;
and $37 million for force protection.

THE FISCAL YEAR 2003 BUDGET SEEKS TO BALANCE CURRENT PRIORITIES WITH COAST
GUARD’S MULTIPLE MISSIONS

In response to the September 11 attacks, Coast Guard deployed 58 percent of its
resources to port safety and security missions. These resources included its fleet of
rescue boats at small boat stations around the country. The redeployment, however,
came at the expense of other important core missions. For example, resources de-
ployed to drug interdiction fell from approximately 18 percent to 7 percent. Other
missions such as fisheries enforcement, recreational boating safety, aids to naviga-
tion, and migrant interdiction were also hard hit.

For fiscal year 2003, Coast Guard plans to use 27 percent of its operating expense
budget for port safety and security programs. This is roughly twice the amount that
Coast Guard planned to dedicate to these missions for fiscal year 2002 prior to Sep-
tember 11. To help fund the increased port safety and security program, Coast
Guard will continue reduced levels of activity in other missions such as drug inter-
diction and fisheries enforcement. The following chart shows the resources projected
to be used for major missions during fiscal year 2003 compared to fiscal year 2002.
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Because the amount of operating funding is different in each year, the change re-
flects the difference in the relative amount of resources projected by mission.

U.S. COAST GUARD MISSION PROFILE—PERCENT OF PLANNED OPERATING EXPENSES BUDGET BY
MAJOR PROGRAMS

[In percent]
Fiscal year
Program Change
2002 2003
Programs Increased in fiscal year 2003:
Marine Safety (1) 5 (2)
Ports, Waterways, and Coastal SeCurity ........c.cccoeevererrerenercerennnns (1) 22 (2)
Aids to Navigation 15 17 +2
Defense Readiness 2 3 +1
Programs Unchanged in fiscal year 2003: Search and Rescue ............... 12 12 0
Programs Decreased in fiscal year 2003:
Ice Operations 4 3 -1
Other Law Enforcement 3 2 -1
Migrant Interdiction 5 4 -1
Marine Environmental Protection 11 8 -3
Living Marine Resources 16 11 -5
Drug Interdiction 18 13 -5

114 percent combined in fiscal year 2002.

2Plus 13 percent.

The Coast Guard is in the process of balancing its enhanced port safety and secu-
rity mission requirements with its other missions. According to Coast Guard, the fis-
cal year 2003 budget request represents the initial phase of a 3-year plan to address
its needs. The Coast Guard’s goal is to enhance all of its homeland security missions
while still conducting other diverse missions that remain national priorities. It is
not clear to us if Coast Guard intends to request additional increases in fiscal years
2004 and 2005 to support this plan.

FISCAL YEAR 2003 BUDGET CONTINUES EFFORTS TO ADDRESS DEFICIENCIES IN THE
SMALL BOAT STATION SEARCH AND RESCUE PROGRAM

Coast Guard’s small boat station Search and Rescue program provides the first
line of response for mariners in distress. During fiscal year 2000, the 188 small boat
stations responded to approximately 40,000 calls for help and saved over 3,300 lives.

As we reported to you last year, the small boat station Search and Rescue (SAR)
program was suffering from serious staffing, training, and equipment problems that
go back more than 20 years. Our findings were:

—staff shortages required personnel at 90 percent of the SAR stations to work an

average of 84 hours per week;

—high attrition rates among enlisted personnel were impacting experience levels
at small boat stations;

—T70 percent of vacant positions at small boat stations were filled with Coast
Guard boot camp graduates with little or no training in seamanship, piloting
and navigation, small boat handling, water survival, or search and rescue tech-
niques;

—there was no formal training for boatswain’s mates, who are key SAR staff and
one of the largest of the Coast Guard’s enlisted job specialties;

—84 percent of the standard rescue boat fleet inspected by the Coast Guard in
fiscal year 2000 were found to warrant a “Not Ready for Sea” evaluation; and

—Coast Guard had not requested funding to replace or extend the useful life of
its 41-foot utility boat fleet, which is reaching the end of its service life.

In response to our recommendations, Coast Guard initiated a multi-year strategy
to improve readiness at small boat stations. For example, during fiscal year 2002,
Coast Guard added 199 billets to support station operations and is in the process
of expanding training opportunities for station boatswain’s mates. In its fiscal year
2002 supplemental funding request, Coast Guard received an additional 54 billets
and funding to purchase 18 port security boats to augment station port security op-
erations.

In DOT’s fiscal year 2002 Appropriations Act, Congress directed Coast Guard to
use $14.5 million to add personnel, purchase personnel protection equipment, and
begin the process of replacing its aging 41-foot utility boat fleet. We have been di-
rected to audit and certify that the $14.5 million supplements and does not supplant
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Coast Guard’s level of effort in this area in fiscal year 2001. The fiscal year 2003
budget proposal seeks $22 million to follow through on SAR program enhancements,
such as adding crew members to the 47-foot motor life boats and procuring small
search and rescue boats.

In December 2001, the Coast Guard briefed us on its strategic plan for the small
boat station SAR program. The plan identified actions to address the deficiencies
found during our audit by, for example, adding personnel at stations to reduce the
hours crew members are on duty and to provide administrative support to station
management, freeing up management to train and certify crew members. Coast
Guard also planned to increase the number of coxswains receiving advanced train-
ing, purchase personnel protection equipment for boat crews, and begin the process
of designing and procuring a replacement for the 41-foot utility boat.

Since September 11, the operating tempo at small boat stations more than dou-
bled as they responded to support port safety and security efforts while maintaining
a successful search and rescue capability. More than half of all station hours are
now devoted to the port security mission. In addition, Coast Guard called up reserv-
ists and enlisted the Coast Guard auxiliary to support the port security mission.
This mission includes: enforcing security/safety zones around high-risk vessels, oil/
gas/chemical terminals, and power plants; conducting harbor patrols; providing
round-the-clock force protection around U.S. Navy and Coast Guard vessels and fa-
cilities; escorting high-risk vessels in and out of ports, and transporting sea mar-
shals and boarding teams to and from vessels. Given the emphasis on security, it
is unclear whether Coast Guard has implemented its plan to address the SAR pro-
gram deficiencies we identified. As part of our audit to certify the use of fiscal year
2002 funds, we will determine the status of Coast Guard actions to address the defi-
ciencies identified in our prior audit report.

ACQUISITION, CONSTRUCTION, AND IMPROVEMENTS BUDGET PROVIDES A SIGNIFICANT
FUNDING INCREASE FOR NDS AND DEEPWATER

The fiscal year 2003 budget request seeks an acquisition funding increase of $92
million (14 percent) to $736 million. The funding request includes $90 million and
$500 million for the NDS and Deepwater projects, respectively. As proposed, the
NDS and Deepwater projects account for 80 percent of Coast Guard’s capital budget
for fiscal year 2003.

THE NDS PROJECT IS LIKELY TO EXPERIENCE COST GROWTH

The 30-year old National Distress System no longer supports Coast Guard’s short-
range communication needs. System deficiencies, such as communication coverage
gaps and limited direction finding capabilities, complicate Coast Guard’s ability to
effectively and efficiently perform search and rescue missions. For example, at least
88 major communication coverage gaps exist where Coast Guard cannot hear calls
from mariners in distress. Totaling about 21,500 square nautical miles, the commu-
nication coverage gaps represent 14 percent of the total NDS coverage area and
range in size from 6 to more than 1,600 square nautical miles.

Over the last 6 years, Congress appropriated $56 million for planning the NDS
project. In the planning phase, Coast Guard and its technical support agent per-
formed a significant amount of technical and market research and worked directly
with three contractors to design a system that would meet Coast Guard’s needs.
During March 2001, each of the contractors submitted a cost proposal that individ-
ually exceeded $1 billion—nearly three and a half times Coast Guard’s $300 million
estimate.

When the contractors’ cost estimates came in higher than expected, Coast Guard
revised the system’s performance specifications to lower the costs to an estimated
$580 million. The proposed system will provide significant improvement over the ex-
isting system. However, Coast Guard eliminated or reduced capabilities in the $1
billion system that Coast Guard originally considered essential to address defi-
ciencies in the existing system and to improve the SAR program efficiencies. As cur-
rently designed the proposed system:

Contains communication coverage gaps, meaning Coast Guard will not be able to
hear and locate all mariners in distress even when they are within the system’s
planned range of 20 nautical miles of shore. While it is anticipated that the gaps
will not be as large or as numerous as the 88 gaps in the existing system, the exact
size and location will not be known until a contractor is selected later this year.

Cannot pinpoint the location of distressed mariners. The proposed system will
provide only the general direction of the distress call. Compared to the $1 billion
system, the revision has negatively impacted Coast Guard’s original project goal to
take the “search” out of search and rescue. Consequently, Coast Guard may have
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to perform other investigative procedures and conduct wide-area searches to locate
distressed mariners.

Restoring system outages will take longer. In the proposed system, the specified
time allowed to restore critical system functions if they become unavailable has been
extended from 6 hours to 24 hours and full system functions from 12 hours to 7
days. Coast Guard has no set parameters for restoring critical functions if the exist-
ing system becomes unavailable.

Reduced the capability to support an increased level of operations during a na-
tional emergency or a natural disaster. Capabilities that were eliminated, such as
the ability to send classified information and to talk with other agencies such as
the Department of Defense, may be necessary to support some Coast Guard home-
land security activities.

While it is notable that Coast Guard has taken aggressive action to reduce cost
estimates for NDS, Coast Guard may have to restore capabilities that were reduced
or eliminated as the system is deployed to meet operational requirements. This will
not only increase the cost of the NDS project, but will further compound Coast
Guard’s capital acquisition challenge.

We have recommended that Coast Guard develop an acquisition plan for approval
of the Department prior to obligating any funds appropriated for the procurement
contract, which is anticipated to be awarded in the fourth quarter of fiscal year
2002. Coast Guard fully concurred with our recommendation. However, given our
concern over the reduction in capabilities, we have since recommended that Coast
Guard ensure the acquisition plan also contains cost estimates and milestones for
adding the capabilities that were reduced or eliminated. In addition, we rec-
ommended that the plan should identify how Coast Guard intends to meet its short-
range communication needs in response to its increased homeland security mission.

UNCERTAINTIES WITH THE DEEPWATER PROJECT SHOULD BE RESOLVED THIS YEAR

The Deepwater project proposes to replace or modernize 209 aircraft, 92 vessels,
and associated sensor, communications, and navigation systems that are approach-
ing the end of their useful life. This project involves replacing or modernizing all
of the Coast Guard assets that are critical to missions that occur 50 miles or more
offshore, including drug interdiction, search and rescue, and migrant interdiction.

This project is unusual not only because of its size, but also because, if all goes
as planned, it concentrates the responsibility for project success with one contractor
(called the Integrator) and subcontractors extending over a planned period of at
least 20 years. Given this, the Coast Guard should expect a high level of scrutiny
by the Department and the Congress regarding this project.

The Congress supported the planning phase of the project by appropriating about
$117 million. The Coast Guard plans to replace its Deepwater capability as an inte-
grated system rather than a series of distinct procurements. For example, instead
of specifying that it wants a medium endurance cutter or a long-range helicopter,
Coast Guard tasked three industry teams to propose vessels and aircraft that can
work together to meet mission needs more effectively. The planning process has
been comprehensive and provides Coast Guard a good basis for identifying its needs
and developing an acquisition strategy.

The Coast Guard is rapidly approaching an important crossroads with respect to
the Deepwater project. Although it previously planned to award the Integrator con-
tract in the second quarter of fiscal year 2002, Coast Guard has appropriately de-
layed the award to provide additional time to further analyze industry proposals.
The award is currently scheduled for the end of the third quarter of fiscal year 2002.
The award of the integrator contract will start the Coast Guard moving forward on
a course that is likely to be difficult and potentially expensive to alter once funding
has been committed and contracts have been executed.

Coast Guard has not yet provided a reliable cost estimate for the Deepwater
project, but that should be resolved once the Integrator is selected. The selection of
the contractor will mark the beginning of discussions and negotiations between the
Coast Guard and the winning contractor to devise the exact system the contractor
will provide. It is likely the final system will not be exactly what the contractor pro-
posed but will combine certain aspects from all three contractors’ proposals. Once
the final system design and configuration is determined, Coast Guard will be able
to establish a cost estimate and deliverable schedule.

Coast Guard received $290 million for the Deepwater procurement in fiscal year
2002. If it receives the $500 million requested in fiscal year 2003, Coast Guard will
have $790 million available for the procurement phase of the project. Although
Coast Guard originally thought this would be a 20-year project, the request for pro-
posal states that the performance period for the contract could be up to 30 years.
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It is not clear to us whether this means that (1) previously planned annual funding
levels will remain the same and result in increased cost, or (2) the planned annual
funding levels will be spread out and reduce the level of funding required each year.

Madam Chairman, this concludes my statement. I would be happy to answer any
questions the Subcommittee may have.

Senator MURRAY. Thank you, Admiral Loy and Mr. Mead. Before
we begin the question period, I will allow any of our committee
members to make opening statements. Senator Stevens.

STATEMENT OF SENATOR TED STEVENS

Senator STEVENS. Thank you very much. I join the Inspector
General in congratulating Admiral Loy for his period of time as
Commandant. I understand the time is coming close, unless he is
drafted to stay. I do not know if the President might do that, but
we have enjoyed working with you, Admiral, and Mr. Mead’s com-
ments are well-taken as far as I am concerned.

My opening statement really is about homeland security, home-
land defense. We have rumors up our way of substantial reductions
in Coast Guard activities off Alaska because of the demands of the
contiguous 48 States and the increased demands in terms of port
security. I hope that that is not the case. We still have half the
coastline in the United States, and if you look at the assets you
have for half the coastline of the United States, they are about one-
twentieth of the rest of the operation, even less than that.

But my real questions, when we get to questions, will be about
those reductions and about the role of the Coast Guard in this new
command we are hearing about, the Northern Command, and
whether or not you will be part of that, if you have been consulted.
I will save those questions for the question period, Madam chair-
man, but I do think that those of us who are from coastal States
that have such heavy reliance on the Coast Guard, of course we
welcome the increased role of the Coast Guard nationally and
internationally, but I would not like to see us be left behind in
areas where the reliance on the Coast Guard is so heavy, particu-
larly in terms of safety and the operation of vessels in the North
Pacific, probably the worst area of operation that you have as far
as I am concerned.

But I do not know whether I can stay through the whole period
to ask some of those questions. If I do not, I would like to be able
to submit some questions to you to get on the record what we
might have to review as this budget moves forward. I entirely sup-
port, as I said, the increased modernization of the Coast Guard na-
tionally, and hope that that will trickle down to the area of law en-
forcement in the fishing industry as well as assisting in the protec-
tion of the extremely long coastline that we have as far as the dif-
ficulty of maintaining tight control over our border.

You are going to have an enormous role, really, as this future
unfolds, and I am sure that this committee is going to be deeply
involved in it, but we would hope that we can get the information
from you that we need to make certain that we cover all of your
needs in these appropriations this year and succeeding years. I
think Mr. Mead’s comments about future years is extremely impor-
tant. You do not build ships in 1 year. We have to have some sub-
stantial commitments here if we are going to proceed with alloca-
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tions for an initial period of construction and modernization and re-
placement of your vessels.

Thank you.

Senator MURRAY. Thank you. Senator Mikulski.

STATEMENT OF SENATOR BARBARA A. MIKULSKI

Senator MIKULSKI. Thank you very much, Madam Chairman. I
appreciate this courtesy. I have to leave around 11:00 for another
hearing.

First, Mr. Mead, I want to thank you very much for the excellent
testimony and the background material. I think one, we love our
Inspector Generals because they really do give us guidance on how
to improve management, and I think the issues you raise in Deep-
water are excellent issues, and we hope that the Coast Guard will
address them for the committee, so we know we need Deepwater.
We know we need the kind of accountability timetables and out-
comes that I think you are pressing for, so thank you very much.

Admiral Loy, I wanted to come here today, also, not only to talk
about the Coast Guard’s appropriation, but to talk about the Coast
Guard and talk about you. First of all, I really want to thank you
for just being you. You have provided leadership, you have pro-
vided vision, and you have provided advocacy for the Coast Guard
while they out there doing a tremendous job, and the Coast Guard
motto, Semper Paratus, always prepared, you have really been an
advocate to see that they are.

I just want to thank you for your leadership, and I know the men
and women of the Coast Guard just will fall on a propeller for you,
so I just want to thank you, and also for the Coast Guard. We in
Maryland, of course, are forever grateful to our Coast Guard, and
what they do in search and rescue, port security, even before Sep-
tember 11, and our environmental protection.

Since September 11 we have watched this operations tempo real-
ly increase in the bay and at the port, and we know you cannot
do this with three people and two Zodiacs, and just the stress on
personnel and the stress on the vessels that we have I think shows
that the funding for the Coast Guard is, indeed, spartan, and I use
only the bay because we appreciate the 24-7 that the Coast Guard
always does even before September 11, so it is not like they got a
new job. Their intensity of their job increased.

I note that your appropriations of 7.3 includes a $700 million re-
quest for pensions. That is great, because we need to be able to
have good pay, good health care, and good pensions to be able to
recruit and retain people, but Madam Chairwoman, I am really
concerned about the Coast Guard. I mean, if they get close to $1
billion, but only $500 million is really for what they need in terms
of the Coast Guard mission, and $700 million is into a pension, I
think that is really not what the Coast Guard needs.

I just bring to the chairperson’s attention this is roughly the
same money we spent on EPA. EPA is worth every nickel of what
we spend, and I know some might raise some flashing yellow lights
about EPA, but I think the Coast Guard in my mind is a $10 bil-
lion operation. I do not know where we are going to get the money,
but the Coast Guard is the vital link in homeland security. You
are, along with INS, the protector of our borders.
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The INS is to protect and make sure bad people do not come into
our country, but you have got to make sure not only bad people and
bad things do not come into our country, and that bad things do
not happen to our country. I do not see—no matter how diligent,
no matter how duty-driven, no matter how resourceful and creative
the Coast Guard is, they cannot really do this, and I would hope
that we could in our talks with Governor Ridge and the President,
I know we have got this for this year, and we have to make the
best of what we can, but I would hope that within the next 3 years,
that we really press the President to really give us the robust fund-
ing because of the competing needs of this committee.

So you might be underfunded, but you are not undervalued, and
I just want to be able to say that, and I am going to do everything
I can to help the committee keep the President’s budget and see
if we cannot find ways to add to it. Knowing the great stresses that
are in your committee and, I must say, in mine—mine is pretty
flat-funded—do you think we could get some money out of Defense?

Particularly for some of the homeland security issues. But thank
you, and again, many, many thanks, and Godspeed, Admiral Loy.

Admiral Loy. Thank you, Senator Mikulski, for your support.

Senator MURRAY. Thank you, Senator.

OPERATING TEMPO OF SEARCH AND RESCUE STATIONS

Admiral Loy, I am going to start with you. In the Transportation
bill for 2002 this subcommittee more than doubled the Coast Guard
funding request to improve training and staffing at your overtaxed
small boat stations. We were, in fact, responding in part to Mr.
Mead’s observation that personnel at these stations were over-
worked, averaging 84-hour work weeks.

Mr. Mead’s testimony today indicates that the operating tempo
at these small boat stations has increased by 200 percent since
September 11, and the added stress may undermine our efforts to
improve training and work hours of these Coast Guard units. How
are these units handling this 200 percent increase in workload?

Admiral Loy. I would have to look at the numbers to find out
what Ken means by the 200 percent, but let me be very clear that
post 9/11 the port security obligations that have come upon the or-
g%nization have added to the workload, there is simply no doubt
about it.

I would like to have the characterization of those stations be
multimission Coast Guard stations, not SAR stations. It is not like
those stations on 10 September and before were exclusively doing
search and rescue and nothing else, so the multimission character
of all of our stations is real, and that is probably worth getting on
the table so that we do not go from zero to 100 percent kind of
shifting.

RESERVE RECALL

First and foremost, the reserve call-up opportunity was abso-
lutely mandatory for us. The first call I had on 11 September was
to Secretary Mineta, who was already in the basement of the White
House with the Vice President sorting out how they were going to
get airplanes out of the air, and he gave me verbally over the
phone the authority to call up our reserves and, as you know, Sec-
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retary Mineta has domestic call-up authority, does not have to wait
for the presidential call-up associated with the mobilization, and so
instantly we were able to get a full third of the selected reserve of
the Coast Guard on active duty and augmenting the stations to
help them with that OPTEMPO issue.

The second thing is, we just shifted gears, Madam Chairman, in
terms of what our people woke up to, a normal profile, if you will,
on a traditional mission allocation process on 10 September. I was
able to call the Area Commanders and they in turn called their
down-the-chain District Commanders and Station Commanding Of-
ficers and said, “take a left and go to port security.”

Now, we always have search and rescue as an interrupt demand
mission that, in the event something occurs in a search and rescue
environment, we always go there, but the first order of business
then was to shift gears and deal with port security.

Senator MURRAY. When Mr. Mead gave his testimony, he said he
has not had enough people out to check and audit some of the con-
ditions of the small boat stations. When he does, do you think he
will see any improvement in training or experience or workload?

Admiral Loy. Yes, ma’am. We have developed a 5-year game
plan in which 2003 will be the 3 year to stand up these adjusted
challenges that you offered us last year, and others as well;
through Mr. Mead’s audit. We have invested in staffing, we have
invested in standing up training courses, we have invested in sim-
ple command center staffing and station staffing, about 200 bodies,
if you will, in the 2002 budget, about another 200 bodies in the
2003 budget, and systematically we will gain that level of adequate
OPTEMPO standard that we talked so much about last year, so he
will find committed to the active force a combination of reservist
and auxiliarist who unbelievably have volunteered thousands and
thousands of hours to help those young people on active duty do
what they needed to do across this period.

SMALL BOAT STATION AUDITS

Senator MURRAY. Mr. Mead, what do you expect to see when you
go out to do those audits?

Mr. MEAD. I hope to see real, substantial improvement, and you
know, when we did our last audit we developed a lot of baseline
data on operating hours that were devoted to search and rescue,
and we will be able to use that baseline data to compare what is
going on now, so what we will do and what we will report back to
you, you have asked us to certify the extra money that the Con-
gress gave the Coast Guard for this function was not being used
to supplant, but in addition, because of the points that Admiral Loy
raised, that there is some certain flexibility of the missions.

We are going to go out and see exactly, substantively what is dif-
ferent. Has there really been core improvement in the hours these
people are spending? Are they really getting trained, and are the
boats they use, is the percentage of boats that were judged not
ready—which was a substantial percentage—decreased?

I think we will have—we will not have to wait till the end of the
fiscal year to get that information to you.

Senator MURRAY. I look forward to hearing from you as you gath-
er that information.
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STATUS OF COAST GUARD’S TRADITIONAL MISSIONS

Admiral Loy, I am really disturbed by the fact that even with
this historic funding increase that has been proposed for the Coast
Guard for next year your level of effort in the area of marine safe-
ty, fisheries enforcement and drug interdiction are expected either
to stay the same or diminish even further, and this comes at a time
when you are not achieving your performance goals for interdicting
drugs or keeping illegal fishing vessels out of U.S. waters. Has the
amount of assistance you got from the Department of Defense to
conduct maritime drug interdiction been reduced as a result of the
war in Afghanistan and other operations?

Admiral Loy. To answer your last question first, Madam Chair-
man, there has been a relatively consistent contribution from the
afloat community in the Navy with respect to on-scene ship days,
and less so in the maritime patrol aircraft, which have, in fact
been, if you will, almost recalled, if not State-side for the things
they are doing here, to their deployments overseas.

My concern is that the changes, the things that brought DOD
into the drug game in 1989 with the DOD authorization act, the
requirement to fuse intelligence, the requirement to do detection
and monitoring, to be the lead agency for detection and monitoring,
those things have not changed appreciably in the 10 years that
have gone by, so any kind of a loss of those assets in that mission
will be a detraction from our ability to get the job done collectively.

I also wear the hat, as you know, as the Interdiction Coordinator
for the country, for Mr. Walters, who just sat down in his chair,
and I must reflect concern as to the impressions that I have seen,
little red flags, if you will, going up that suggest perhaps walking
away from the drug mission is part of the game plan in the Depart-
ment of Defense.

We will watch that very carefully, and we will aggressively chal-
lenge the continuation of the assets we need in that field.

COAST GUARD’S NEW NORMALCY

Senator MURRAY. Very good. Is this committee just going to have
to accept the notion that New Normalcy for the Coast Guard means
that we have a diminished effort in its core missions for marine
safety and fisheries enforcement and drug interdiction?

Admiral Loy. I think there is an opportunity, Madam Chairman,
if I may answer a couple of questions, including those from Senator
Stevens here, 2003 will be the first of a 3-year game plan that will
allow the Coast Guard to grow to provide its contribution to the
New Normalcy you just described, and the New Normalcy is this.

On 10 September we were spending maybe 2 percent of our
budgeting capability on port security, focused activity. By 15 or 18
or 19, the chart that Senator Shelby showed, we had committed
probably 50 percent or more of our budgeted capability directly to
port security, because we did exactly what his chart showed. We
brought things from doing other mission areas.

Now, first of all, as I said earlier, I think that should be seen as
an enormous strength this organization brings to the country.
When a crisis is here, we go there. We have SAR instincts as an
organization. We surge to that 50 percent level, and ever since we
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have been backing off to find out what the New Normalcy is in the
immediate area of port security so as to be quite clear as to what
the degradation might be in the other missions of the organization.

These pie charts, Madam Chairman, show the large orange sec-
tion in the sort of southwest quadrant, if you will, all the way to
the right is the devotion we feel now appropriate to ports, water-
ways, and coastal security for the 2003 budget. And if you go
around the circle you will see, with the exception of constant pro-
gram strength missions like search and rescue and aids to naviga-
tion.

Senator MURRAY. I have to admit, it is a little hard to read from
right here.

Admiral Loy. There is a copy in your folder. You will see small
percentage drops in counterdrug effort, in fisheries enforcement ef-
fort in alien migration effort, and in the other wedges of our mis-
sion profile, to allow us to concentrate on this new priority 1, if you
will, for the Nation.

Over the course of that 3-year build, we will rebuild the organi-
zation’s strength, head count capability to not only do the new mar-
itime security challenge, but to return in full scope to the other
missions that you were referring to.

Senator MURRAY. Can you explain to me why, in the first year
of the 3-year game plan, you talked about the level of effort in
these core missions going down?

Admiral Loy. Because we are literally having to borrow some en-
ergy, if you will, from them in order to do year 1 of the New Nor-
malcy, which is an almost 20 percent increase in that ports, water-
ways, and coastal security mission.

17TH COAST GUARD DISTRICT

Senator MURRAY. Senator Stevens.

Senator STEVENS. Thank you very much. Admiral, let me first go
to the 17th District. With the increase you are getting overall, is
the effort in the 17th District going to be reduced?

Admiral Loy. The standards that we are challenged with in the
17th, Senator Stevens, are pretty constant, because it is a search
and rescue requirement as well as a fisheries enforcement require-
ment that is met by those cutters off-shore in the Gulf of Alaska
and the Bering Sea, so pretty much for the Pacific Northwest I will
say from Northern California to the north our asset deployment
profile will be essentially the same.

S}f}l;ator STEVENS. While they are going up everywhere else,
right?

Admiral Loy. We are able to borrow, if you will, fisheries enforce-
ment capability—no, sir, they are not going up everywhere else, if
you mean fisheries enforcement and counterdrug activity. The only
thing that is going up, quote-unquote, is our attention to port secu-
rity as the Nation’s number 1 responsibility.

Senator STEVENS. The 17th District is really flat, and your over-
all budget is going up 200 plus million. Will any of that moderniza-
tion money seep into this district?

Admiral Loy. Sir, the modernization money will seep into all cor-
ners of the Nation, including Alaska, of course. When Deepwater
water comes of age, the cutters that go to Alaskan waters will be
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new, modern cutters. When the aircraft come of age out of Deep-
water they will go not only to Alaska, but everywhere else in terms
of increased capability around the Nation.

Unless I am misunderstanding your question, sir, our investment
in those projects, NDRSMP and Deepwater, is constant across the
board.

Senator STEVENS. I am really talking about the operational level
and the enforcement level and the basic level in the North Pacific,
and what is going to happen to it. There is a great feeling out
there, and I am hearing it from lots of sources, that the level of
operations, the tempo of operations in the North Pacific is going
down, and yet the effort, the fishing effort there is not going down.

As a matter of fact, because of the marvelous management of
that resource, the harvesting continues to go up every year. A sub-
stantial portion of our seafood is coming from the North Pacific
now, and I do not see any reflection of that in terms of operations
of the Coast Guard, where our operation level is going down.

Admiral Loy. In the immediate wake of 9/11, as we surged away
from those enormously important missions to meet the new num-
ber 1 priority of port security, clearly all around the Nation we bor-
rowed cutter days and aircraft hours in order to make sure we
were going to get the port security thing right.

We have since—a month or two went by after 9/11—been gradu-
ally restoring the capability of the organization to do fisheries en-
forcement, but in the fiscal year 2003, given the President’s re-
quest, our concentration on port security will require, at least, a
level of effort adjustment from our other significant mission areas
in order to concentrate on the first year of a building process to
gather the Coast Guard’s wherewithal to do port security at its new
higher level, as well as return fully to the 100 percent levels of our
other mission areas.

The supplemental, for example, restored a budget line item that
said, reduce the operational capability of the organization by 15
percent. Among other things, the supplemental has enabled us to
go back to a 100 percent capability of the organization and use it
around the country, and that has all been annualized in the Presi-
dent’s request for 2003.

Senator STEVENS. As I said, I do not know of an officer I have
more confidence in than you, Admiral, but when I look at this
budget, headquarters office is going up from $234 million to $371
million, headquarters managed units going up from $62 million to
$102 million. The basic functions of the system, if you look down
each one of the districts, has an increase, fairly substantial in-
crease, except for the 17th. It is flat. It is flat right across the
board.

Admiral Loy. Let me look at that, Senator Stevens. I owe you a
good answer, and I do not have it with me this morning. I will get
back to you.

C—130 AIRCRAFT

Senator STEVENS. We put money in for the C-130’s, and really
I think it was the 2000 supplemental. What has happened to that
money? I noticed—is there an error in your layout that that is
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not—I am told that that 5-year capital plan does not show the
$30.5 million that was in the capital plan for last year.

Admiral Loy. Sir, with respect to the J models that were funded
in the fiscal 2001 Military Construction bill, as I recall, Senator
Stevens, this is where we are with that project. $468 million was
appropriated for six of those assets. First and foremost, we had a
contract with the Air Force in December of 2000 that enabled us
to procure the six airframes that were part of that buy.

There is about $110 million, as I recall, left from that Military
Construction bill. We are using that to develop the notions associ-
ated with workforce front end analysis, Coast Guard requirements
to the aircraft in terms of modifying it, interim maintenance, et
cetera. We probably are short about a $200 million AC&I require-
fI‘nent in order to finish off the procurement of those particular air-
rames.

I think as a matter of fact I and Mr. Jackson, the Deputy Sec-
retary, have been trying to arrange an opportunity to sit down with
you and Congressman Young to sort out precisely what we should
be doing with the J contract as it relates to the immediate future,
so we owe you a good conversation, Senator Stevens. We will be
trying to arrange that.

Senator STEVENS. I would like to pursue that. That is really re-
lated to the drug enforcement effort, it sort of seems to me by the
pie l({:hart, sort of being softened a little bit, and out of necessity,
I take it.

Admiral Loy. Yes, sir. We have been trying to get back to chat
with you and Mr. Young about it, who has sent us a piece of cor-
respondence on the same issues, sir.

COAST GUARD RECRUITING AND REINLISTMENT

Senator STEVENS. If I could ask one last question, Madam Chair-
man, what about recruitment? How is your recruitment? How does
this compare now to last year at this time, and has it been im-
pacted at all by the attacks on our Nation?

Admiral Loy. We have been watching for a bump, sir, and we ac-
tually went back and did some exploration about the same kind of
a period before and after crises that the Nation has faced in the
past. We have not seen a patriotic bump in recruiting, nor have the
other four services, to my knowledge, and I have asked my per-
sonnel human resources guy to be touching bases with the other
services, but recruitment in general, sir, we are doing okay.

I think it is the nature of the other kinds of things that the Coast
Guard does, in addition to national security requirement kind of
business, that attracts an awful lot of very terrific young Ameri-
cans, so we are doing fine with recruitment. We are not seeing any
kind of a bump.

Senator STEVENS. The flip side of that coin is reenlistment. How
is that? Is it up or down?

Admiral Loy. We are about even at the moment, and we are ex-
pecting, as a result of what this Congress and the past several
have concentrated on in terms of pay raises and health care adjust-
ments and retention—I am sorry, retirement adjustments, we are
expecting probably about a 5 percent positive tick up as it relates
to our retention in fiscal 2002, and we are watching that very care-
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fully, Senator Stevens, because all of this recruiting and retention
issue, I have always been infinitely more concerned about retention
than I have about recruiting, and the experience drain that the last
5 years or so of the nineties represented to all of the services was
very, very real, but it looks like we are going to have a small come-
back in 2002, sir.

Senator STEVENS. Would you permit me just one last question?

Senator MURRAY. Absolutely.

Senator STEVENS. Are we allocating enough money in the Coast
Guard for recruiting and retention, Mr. Mead?

Mr. MEAD. I think you could always argue for a little bit more
for that, frankly. I think there are some major unsettled areas in
the Coast Guard’s budget, and that is one of them, and I am most
concerned, though, not with the recruitment and retention element.
I am most concerned with these two large acquisitions and how
much they are going to end up costing, and what they will actually
be for, what their time line is going to be, and what the implica-
tions of that will be on other missions and other activities such as
in the 17th District.

Senator STEVENS. It is not just the Coast Guard. They think we
have been pushing money at modernization and acquisition and, as
Congress does it, I do not think we have looked down the line at
the requirement of people to man increased number of vessels,
planes, et cetera.

I do not think we have really been fair with you in terms of an-
ticipating the needs of the expanded Coast Guard or Air Force,
whatever. I am worried about our reenlistment rates, particularly
in the area of pilots, and I am worried about the training rates in
terms of people for these new activities, particularly in the area of
port security. We cannot continue to borrow. When you borrow
from an area like ours, you have to pay it back. We need replace-
ments in the system to do that.

Admiral Loy. Yes, sir. Your comments are right on target. There
are probably three specialty areas that we have been watching
with some concerned, fixed wing pilots, naval engineers, and any-
body with an IT kind of a background, especially, as I said, in the
last 5 or 6 years.

The notion that the grass was always greener in the strong econ-
omy of the late nineties was driving a lot of people to make those
kinds of judgments, but I think even—you never want to look for
a silver lining in a dark cloud, but if there is one with respect to
with a softening of the economy, a lot of people are making those
judgments a lot more methodically today and staying in the service
as opposed to leaving, and we are going to look for that, and I
think we are going to get about a 5 percent positive tick in 2002
in our retention, sir.

Senator STEVENS. I would like to tie some of the educational aid
money to some service and uniform as we expand that. We have
got to look somehow at giving a little better push to people to sign

up.

Admiral Loy. Yes, sir. The other thing with respect to the Deep-
water project, we have had, looking over the shoulder of the project
designers from the very beginning, the workforce implications of
the project, so as it relates to competencies and skill sets and all
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of that, we are very attentive to what we will need in the future
workforce in the Coast Guard 20 years from now, 15 years from
now, 10 years from now, as we watch our Deepwater assets come
online.

Senator STEVENS. Thank you very much. Thank you, Madam
Chairman.

DEEPWATER PROCUREMENT STRATEGY

Senator MURRAY. Mr. Mead, you alluded a moment ago to the
Deepwater program, and you have done a major assessment of
that. Prior to September 11 this program was considered to be a
priority initiative to replace the Coast Guard’s aging assets that op-
erate in the deep water environment. Since September 11, the
Deepwater program has suddenly been transformed into a priority
for port security and homeland defense in the coastal environment.
Do you think the Coast Guard should revisit its Deepwater pro-
curement strategy in the wake of September 11?7

Mr. MEAD. No, I would not revisit the strategy. They have been
on this strategy for several years now, and what you really need—
I think that bottom line on this is, you need to know how much
the Deepwater project is going to cost, what it is going to buy and
when, and how long of a time line it is going to operate on.

I think the acquisition strategy of trying to get three big contrac-
tors to give a proposal for the contract was sound, and a lot of peo-
ple have thought, including us, that that was fairly innovative. The
down side is that, unlike a traditional acquisition, you do not know
how much exactly it is going to cost, or what it is going to buy,
until they select a contractor. I am really—I am nervous about the
time line here, and when I look at the Coast Guard’s capital plan
and the time line for Deepwater, the floor on it is about $10 billion.
Is that $10 billion going to be spread out over 15 years, 20 years,
30 years, or is the project actually going to cost substantially more
than that?

If you look at the 5-year capital plan, in the years 2004 and
2005, the capital plan allocates zero to shore facilities, and I expect
the Coast Guard is going to probably need more than zero for their
shore facilities during those years. Aids to Navigation is another,
and homeland security, I do not think all of the cards are in on
how much the Coast Guard is going to have to apply to that area.

I mean, there has really been not that many months since 9/11,
and 9/11 was in many ways a case of first impression for the Coast
Guard. The same comments apply to the National Distress System
project, although to a lesser degree. Frankly, I think on some of the
issues we mentioned, I think the Coast Guard should reflect on
whether that 10 percent coverage gap ought to somehow be cov-
ered, and if the repair time ought to be decreased, that will cost
money.

Now, do we do that, do we plan for that now, or do we wait 3
or 4 years and say, well, now we want to fix it?

Senator MURRAY. Well, Admiral Loy, last year the head of the
Deepwater program, Rear Admiral Stillman, committed to us that
by the time we marked up the appropriations bill this year he
would be able to tell us precisely what we would be funding, and
his words were, line by line and dime by dime.
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It appears that you have slipped your Deepwater contract until
the third quarter now, and as a result you are asking us to appro-
priate $500 million into a black hole, the precise problem that Rear
Admiral Stillman said would not happen again. What has led to
this delay in your awarding of the Deepwater procurement con-
tract?

Admiral Loy. Thank you, Madam Chairman, for asking that
question. A number of things here. First of all, we can give you
three versions of line by line and dime for dime today. It would
have to be a proprietary brief so as to allow the competitiveness of
the procurement to continue along that line, and so we can offer—
and I think we have already spent a little bit of time with Mr.
Rogoff—a proprietary brief that offers very, very good insight as to
the specific assets that would be part of each of the proposals that
are currently being scrubbed by our team, and then when we
award the contract we will be able to do, line for line and dime for
dime, the winner as it proceeds out over time.

So the point, and I am sure what Rear Admiral Stillman meant
to say, is that—and he is absolutely right on target—if the timing
of the hearing season would have been attendant to the expectant
April award that we had on schedule as he testified last year, or
as he spoke with you last year, we would have been doing exactly
what he explained.

Our notion at the moment is that several things crept into that
calendar. The first was the insistence by OMB that yet another
independent review be undertaken, which was, in fact, accom-
plished by ASI. Secondly, I personally said I want at least 30 more
days in the source selection scrubbing process, because we are fac-
ing a 20-year effort here, a multibillion effort for our organization,
and whatever the little delay up front a month is, is worth it to
make absolutely certain that we cross all the T’s and dot all the
I’'s and get it right.

So I think there is a very easy and solid explanation for the
delay as it relates to a post 9/11 implication. Deepwater is infi-
nitely more important to us on 9/12 than it was on 9/10, because
what it will bring to the table with respect to its focus on C4ISR
is interoperability, is capability, is modernized assets now rather
than later, that will, in fact, have everything to do with adequate
maritime security and the return to the mission areas that both
you and Senator Stevens and others have discussed.

IDS was developed, interestingly enough, anticipating asym-
metric threats. It is all about the simple mission task sequence we
do for everything else. We surveil, detect, classify, identify, and
prosecute. We do that in search and rescue, we do that in
counterdrug, we do it in fish, we do that in maritime security, so
the soundness of the strategy that was used to develop IDS is abso-
lutely right on target for the post 9/11 environment, Madam Chair-
man. It only strengthens the requirement that this program is ab-
EQ,‘olut(eily needed now, and must go forward, as Senator Stevens in-
erred.

Senator MURRAY. I am looking forward to seeing your dime-by-
dime report.

Admiral Loy. We can arrange a proprietary brief now, ma’am, or
if you prefer to wait until the contract is awarded.
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Senator MURRAY. You already have $300 million. You are asking
for $500 million more and the mission has changed, and we just
want to make sure we know what the money is going for.

Admiral Loy. Absolutely.

NATIONAL DISTRESS SYSTEM AUDIT

Senator MURRAY. Mr. Mead, you just completed an audit on the
Coast Guard’s plan to modernize the National Distress and Re-
sponse System. You talked a little bit about that. You said that the
Coast Guard has eliminated important, critically important capa-
bilities from their proposed new system in order to bring the cost
of the system under control.

Admiral Loy, how do you respond to Mr. Mead’s observation that
you have dumbed-down the system and eliminated the capability
to pinpoint the location of distressed boaters?

Admiral Loy. I think the notion here is this. In phase 1 of the
contract, of the project, I am sorry, it was enormously important
for us to get the full spectrum of what 100 percent would cost us,
and what would the capability get that we paid for, and at lesser
levels. When last year we were testifying, Mr. Mead was discussing
the billion-dollar-plus proposals that were coming back from the
three contractors involved with the NDRSMP contract.

We looked for and challenged each of them to show us where the
step functions were that would offer us considerable savings for ei-
ther less capability, what might be less reliability, what might be
less recovery time to downed tower, or what might be even less cov-
erage. We looked at those very, very carefully, and selected those.

In terms of the hard specs that went out with the RFP just last
week, that would make good cost-effective benefit-to-cost decisions
in favor of the project. For example, with respect to reliability, if
we pushed a .9995 insistence on reliability, as opposed to .995—
three 9’s and a 5, instead of two 9’s and a 5—we could spend an
extra $100 million for the program. I did not think that was a
smart thing to do, in a benefit-to-cost analytical read, and so we
ch(1>1se to adjust that specification in the RFP to not spend that $100
million.

The same thing has to do with system restoration, the notion to
be able to restore it in 6 hours as opposed to 24 hours. We saved
about $100 million in that, we guess, or we think, by shifting to
the 24-hour standard. The 6 would require us to literally have air-
craft available on alert to carry people to those sites to restore the
towers.

Senator MURRAY. Will this pose risks to mariners that are out
there?

Admiral Loy. I think the risk to the mariner is infinitesimally
small compared to the value we get out of the system. We are now
asking for—the 24-hour system, first of all, affords us the chance
to simply have the contractor construct portable towers and be able
to get those portable towers to the replacement towers in a 24-hour
window.

Senator MURRAY. I think it was Mr. Mead who said in his testi-
mony in a hurricane it is one thing, but during other cir-
cumstances, can’t it be done in 6 hours?
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Admiral Loy. It will be done in between 6 and 24 hours. This 24
hours will be the standard we insist it be done within, but my no-
tion is that to adjust the taxpayer’s price tag for this system and
to eliminate as many dots as we possibly can off of Ken’s chart, we
are serving the taxpayer well by accepting a business standard, if
you will, with respect to the 6 and 24 issue, and the same thing
then goes to the coverage gaps, Madam Chairman.

We could build 300 more towers and cost another, between $200
and $300 million to the program, and eliminate all of the dots on
Ken’s chart. My notion again is, we should be selective, and we al-
ways will have the opportunity in the wake of the project as it
comes online to test it, see exactly what it is and tweak it for what
it is worth.

What we should be concentrating on is the great positive that is
going to accrue from this project, and I have a simple chart——

Senator MURRAY. Admiral, I would agree with you, but the last
mile is always the most expensive, and when you do not eliminate
all the dots, I sometimes worry the most remote areas where dis-
tress can be the most acute will be the ones we do not reach.

Admiral Loy. And we will have to make those marginal judg-
ments, Madam Chairman, I could not agree with you more, but to
build a $1 billion-plus system where you can gain reliability cov-
erage and the other dimensions we sought that I think are per-
fectly adequate to the challenge, we should be as cost-conscious as
well as performance-conscious as we are going to be in this project.

Senator MURRAY. According to the IG audit that I saw, you elimi-
nated the capability to transfer classified information as a part of
the system.

Admiral Loy. Absolutely not. We have the ability to transfer
classified information, the capabilities in the system with respect
to direction-finding multichannel communications capabilities. I
would be happy to offer, Madam Chairman, a briefing for you.

Senator MURRAY. The IG audit said that is true, and they also
said you reduced your ability to talk to other fellow State agencies,
including the DOD.

Admiral Loy. The communications capabilities and the require-
ments in the RFP that went on the street last week remain intact,
Madam Chairman.

Senator MURRAY. Mr. Mead.

Mr. MEAD. We will stand by what we said in our report, and we
will get together with Admiral Loy to reconcile what the differences
are.

Senator MURRAY. I look forward to hearing from both of you after
that.

Mr. MEAD. I think we all know that if, after this system is up,
if a mariner in distress is caught up in one of these dead zones,
guaranteed, we will come back and say, why didn’t we close that.

Senator MURRAY. I cannot agree more, and invariably it will be
somebody on this committee who will be representing that.

Admiral Loy. But that will cost us another $500 million, and we
just need to understand that.

Senator MURRAY. I thought that was the central purpose of the
replacement to make sure we covered those gaps. You know, we
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have a system out there right now. What we have is gaps. I
thought we were eliminating the gaps.

Admiral Loy. We are trying very hard to eliminate as many of
the gaps as possible, yes, ma’am.

Senator MURRAY. That is the committee’s concern.

Admiral Loy. To go on, I think our challenges are going to be
less about money, Madam Chairman, and more about things like
property acquisition in terms of where we want to put a tower. If
we need a tower in the Everglades, if we do need a tower in
places—one of the Congressmen from Massachusetts has reflected
on Mr. Mead’s report and wondered about property in Chatham.
Well, if we need property in Chatham with respect to a tower, that
will be more a hurdle for us to get over, I am convinced that the
dollars that the Congress and the administration are willing to
spend on this project. That is going to be, I think

Senator MURRAY. The problem, is that when we are asked for
and appropriate the numbers for the NDRSMP we were told that
it would eliminate the gaps. That is the expectation.

Admiral LoY. Yes, ma’am, and I owe you a very, very good read,
am I able to do that at the 100 percent level, or am I able to do
that at the 99 percent level, and where would the resultant 1 per-
cent be.

Senator MURRAY. We need to know where that 1 percent would
be. If it is on a mountain in the middle of the country, I am not
worried.

CAPITAL BUDGET CONSTRAINTS

Let me move on. Mr. Mead, in your audit, you discussed how the
combination of the Deepwater program and the National Distress
and Response Program runs the risk of crowding out other critical
Coast Guard procurements, including procurements necessary for
Search and Rescue.

In the 2002 Appropriations Act, we prohibited the Coast Guard
from going forward with the Deepwater Integration contract until
the Director of OMB and the Secretary of Transportation certified
to us in writing that Coast Guard’s capital investment plan and
OMP’s budget targets fully incorporates the needs of the Deep-
water program, the National Distress and Response System, and
other essential Search and Rescue procurements. Based upon your
audit, do you believe that the OMB Director and the Transpor-
tation Secretary can legitimately certify to us that they have budg-
eted adequate funding to finance all of these needs?

Mr. MEAD. Well, I am glad—it is not my responsibility, of course,
to make that certification. That is the Coast Guard and the Sec-
retary and the Director of OMB, but before I would put my name
on the dotted line in order to certify to you that everything is fully
funded, I would want to know how much it is going to cost, and
what I was going to get for it, and I personally would have to wait
until I understood which contractor was going to go into it, and
what that contractor’s line-by-line was, for which ship, when, and
I also would want to know, as Admiral Loy puts it, when Deep-
water will come of age, and the implications that is going to have
for the funding stream.
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There are two elements of this certification, Senator, and one ele-
ment is that the Coast Guard have in its capital plan funding with-
in the OMB targets. I could say right now, yes, they have done
that. It is within the OMB targets. It has been submitted with the
budget of the Department.

The other element of this is that it is fully funded, and that im-
plies that I know exactly what I am going to buy and what I need,
and I do not know that yet.

Senator MURRAY. Admiral Loy, when are we going to see the cer-
tification occur? Will it be before we know who has the contract?

Admiral Loy. Yes, ma’am. The certification, as I understand it,
has already cleared both OMB and the Department.

Senator MURRAY. So we have the certification, but as Mr. Mead
points out, we do not know who the contractor is yet, so the cost
could change.

Admiral Loy. The cost parameters of the RFP on the street re-
main affixed, Madam Chairman, and it is all associated with the
1998 baseline, $500 million a year over the course of approximately
20 years.

Now, we fully expect—and this notion of will it be 20 or 30, that
is all about, across that 20 years there is very likely to be vari-
ations as the Congress considers the annual request that is forth-
coming from the administration each year, so if, in fact, for exam-

le, there would be a couple or $400 million with the 1998 baseline,
5400 million a year, would that mean that the project was a 22-
year project instead of a 20-year project? You see what I mean.

Those variations are certainly possible as the Congress exercises
its authority each year and as the administration makes its request
each year, but the certification is already cleared, and I was actu-
ally hoping I would be able to bring it to you this morning, but the
Director has not yet signed it over at OMB.

Senator MURRAY. How much is assumed to be budgeted for other
critical Search and Rescue procurements under that certification?

Admiral Loy. Across multiple years? I will get you those num-
bers, Madam Chairman. I do not have the 2004 or 2005 numbers
in my head in terms of the rest of the improvement for the SAR
program that is the game plan for SAR. That Mr. Mead’s staff was
just briefed on the other day and found to be very satisfactory, but
I can get you those numbers.

Senator MURRAY. Well, I think what concerns me is, we are certi-
fying it before we know how much it is going to cost, what we are
going to get, and what other critical missions—not missions, but
housing facilities, shore facilities are going to be crowded out as a
result of that.

Admiral Loy. Yes, ma’am, and of course CIP, as we all know,
within the restraints associated within the mechanics of producing
it each year, are keyed to projections and keyed to projections lim-
ited by, I think it is a 2.0, or 2.2 percent associated rise inside the
OMB projections, so if you look backwards each and every year
when our real needs had been adequately expressed to the Direc-
tor, the request for our AC&I levels on those attendant years have
been attendant to the needs of the organization, so it is not that
I ignore the notion of what the CIP is all about, but we have to,
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I think, take it with the notion of understanding the mechanics re-
quired to produce it.

SEARCH AND RESCUE ENHANCEMENTS

Senator MURRAY. Let me change topics entirely, Admiral, and
ask you about a report the Coast Guard issued about the March
2001 tragedy in which two Coast Guardsmen lost their lives at sta-
tion Niagara, in the Great Lakes. That report reiterates many of
the findings of the IG regarding the lack of adequate training for
boat crews, and the lack of adequate equipment.

One of the recommendations of that report is for all Coast Guard
Search and Rescue personnel to be issued their own antiexposure
suits. Is that recommendation fully funded in your fiscal year 2003
budget?

Admiral Loy. Yes, ma’am.

Senator MURRAY. It is?

Admiral Loy. Yes, ma’am.

Senator MURRAY. Another recommendation from that report is
that the Coast Guard should rapidly pursue the National Distress
Response System authorization project, particularly the asset
tracking components. Has your newly configured National Distress
Response Modernization project eliminated any aspect of your abil-
ity to track the whereabouts of Coast Guard Search and Rescue as-
sets?

Admiral Loy. No ma’am. Asset tracking remains a critical fea-
ture of the new system, and absolutely an imperative in the RFP.
Beyond that, just because in the wake of Morning Dew several
years ago and, of course, Niagara and any other kind of an incident
like that, we try not to wait, if we can, so a couple of the features
associated with the lessons that we learned from those experiences
are already in place.

For example, the direction finding capability, the digital voice re-
corders, I just was down, for example, at our station on Lake Pont-
chartrain in New Orleans at the beginning of the week, and went
directly to their command and control center to see precisely
whether or not that capability was there, and in fact was delighted
that it was.

So as part of the staffing increases that you have directed, that
is a net gain for us in terms of command supervision and capability
staffing, obviously with respect to boat crews and boats themselves,
but the specific answer to your question, asset tracking, absolutely
part of the requirements on the street.

Senator MURRAY. One of the findings of the investigation was
that, the chain of command failed to have a common understanding
of the level of risk, or of various Search and Rescue missions. Do
you think that is a common problem?

Admiral Loy. We have watched that very carefully, and this was
about several things, Madam Chairman. It was about, for example,
should we have a national standard with respect to communica-
tions checks from deployed assets—in other words, should they
check in every hour, should they check in every 15 minutes?—and
we believe there is a requirement for a national standard to then
be—to be delegated to the local commander, or something higher
than the national standard in areas like that.
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So we are looking with respect to check-in times, with the ade-
quacy of the size of boat crews, all those things are being very
much reviewed in the wake of not only Morning Dew but the Niag-
ara as well, and I think we have a handle on the national standard
issue.

We then want to be able to make sure that if the Officer-in-
Charge of a station in the middle of a storm, as opposed to a
bright, sunny day, or night as opposed to day, wants to challenge
and raise the standards of performance for his boat crew and for
the supervision and oversight, he has the ability to do that.

Senator MURRAY. When we think of the need to improve Search
and Rescue, we commonly think of permanent individual stations,
but the finding of that investigation said Group Buffalo lacked an
awareness of ongoing Search and Rescue Station operations. That
is a pretty disturbing finding. How is it that your Group Com-
manders did not have an appreciation of the ongoing operations of
their Search and Rescue Stations?

Admiral Loy. Well, I am concerned about that as well, and the
administrative investigation for the Niagara incident is just about
finished. It actually parallels and tracks pretty closely with the
mis}lliap analysis, which is what was published at the end of last
week.

If the investigation reveals either on the specific case that this
Group and its doctrine was not overseeing adequately the Station’s
performance as the stations are distributed around the group, we
will deal with that. I think the doctrine that I have reviewed in our
Search and Rescue Manual is sound with respect to the oversight
responsibilities of the Group Commander to the stations that they
actually have in their group.

Senator MURRAY. Is this a problem that is Coast Guard-wide,
and if so——

bAdmiral Loy. Yes, ma’am. That is the issue I was concerned
about.

Senator MURRAY. Were there any initiatives in your budget re-
quest that will help us address that?

Admiral Loy. The issues in the budget request that would help
us address that would be about Group and Command Center staff-
ing adequacy, again which was part of Ken’s audit over the course
of the last year, and we are inserting, if you will, into the Group
Offices, the Command Center staffing, greater numbers so that we
are not dealing with fatigue factors, for example, or we are not
keeping somebody up 24 hours, when in fact he should be getting
a good, solid night’s rest.

Mr. MEAD. Madam Chair, I would just like to reiterate, we do
think the Coast Guard has a good plan that is responsive, and ob-
viously nobody counted on 9/11 coming along, and the clear test, of
course, is going to be in its execution, but the plan that we were
briefed on was substantive, it was solid, there was not a lot of puff,
and I think if they go forward with dispatch and execute it, that
you will be quite pleased.

NAVY SECURITY INITIATIVES

Senator MURRAY. Let me ask you about your Navy support, Ad-
miral. Immediately after September 11, you began discussions with
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the Navy to substantially improve the capability and interoper-
ability of Coast Guard cutters for homeland defense that included
improved weapons, communications systems centers, and protective
equipment items that the Navy had purchased for the Coast Guard
in the past.

At one point I know you were hopeful of receiving $240 million,
but in the end they provided you with only $2 million. What does
that tell you about their level of support?

Admiral Loy. I think we have to take the bigger picture first,
Madam Chairman. I mentioned earlier the first phone call I had
on 9/11 was about Secretary Mineta and standing up the reserve
arm. The second phone call I got was from Admiral Clark, Admiral
Vern Clark, the Chief of Naval Operations, a very strong phone call
offering to me the full support of the Navy as necessary.

We have had a number of very solid meetings, and the work-up
that we are currently engaged in with respect to the anticipated
spring supplemental has a very strong Coast Guard set of require-
ments being reflected in the Navy’s request that will go forward.

Senator MURRAY. Will that be in the Navy’s request?

Admiral Loy. Yes, ma’am. I cannot tell you what happened out-
side of the Navy and the rest of the efforts in DOD, but you need
to be aware that at the Navy level, the Navy-Coast Guard level un-
derstands the thing you just mentioned about the kinds of things
that have been funded in the past, and they take their responsibil-
ities very seriously.

Senator MURRAY. Some of the equipment enhancements, it ap-
pears to me, that are in your budget request are the same systems
you hope the Navy would do for you 4 months ago. Are we going
to see those requests from the Navy?

Admiral Loy. We deconflicted, if you will, that set, that list.

Senator MURRAY. That must be a military term.

Admiral Loy. They are not overlapping. We do not have things
on both lists, and so the kinds of things that we would be seeking
from the Navy have to do with sensoring and interoperability, and
weapons and ammunition.

Senator MURRAY. So we are not going to see duplicative re-
quests?

Admiral Loy. Exactly. That is what we are guaranteeing as we
build the spring supplemental.

Senator MURRAY. Let me just make sure, did everything come off
the Navy’s list and come through your request to us, or did they
take any of it?

Admiral Loy. They took a good bit, yes, ma’am, in terms of what
it is that they are going to seek on our behalf in the spring build.

Senator MURRAY. I will be looking forward to seeing that.
hAilmiral Loy. I will keep you posted precisely on the things on
the list.

The other thing I was going to add, Madam Chairman, is, Admi-
ral Clark also made some very significant decisions that have been
enormously helpful. For example, they were about to decommission
the Cyclone class patrol craft. Currently, those 13 assets are avail-
able, 13-170 foot patr